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Slow Down and Live Countrywide 


FTER A QUARTER CENTURY of 
work in the field of highway 


safety, | am not given to superla- 
tives about traffic programs. I have 
seen too many fine plans evaporate 
when it came to the hard test of 
doing rather than talking. I have 
seen too many promises of public 
support vanish when officials re- 
quested support groups to get on a 
down-to-earth basis of what to do. 

Of this I am _ certain—“Slow 
Down and Live” in 1955 will be 
the biggest highway safety 
paign ever conducted. It will be 
the most extensive as to the area 
covered, the most concentrative in 
terms of specific effort aimed at 
specific objectives for a definite pe- 


cam- 


By WILLIAM M. GREENE 
riod of time, and the most elabo- 
rate from the point of view of 
promotional materials and oppor- 
tunities. 

The experience of the past two 
years with “Slow Down and Live” 
has shattered some of my reserve. 
As an acknowledged New England 
conservative in traffic accident pre- 
vention, I praise “Slow Down and 
Live” because I believe in it. I 
believe in it because I have seen 
it work. Experience tells me that 
this program will work equally well 
for Connecticut or California, Min- 
nesota or Texas, if state officials 
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want to take advantage of its pos 
sibilities. The word “want” is used 
with reason. There is no compul 
“Slow Live.” 


Che program is offered to the states 


sion in Down and 
and communities for adaptation to 


their individual activities and 
needs. It may be embraced in its 
entirety and become a complete, 
inclusive project or it may be 
shaped as a supplement to a suc 


cessful, existing program 
Proyect EXTENDED 


Che size of the project for 1955 
was suggested in July, 1954, when 
the Governor's Conference, meet- 
ing at Bolton’s Landing, New York, 
idopted the following Resolution 
introduced by Governor Theodore 
McKeldin of Maryland and second 
ed by Governors Frank Clement ot 
Tennessee and Hugh Gregg of 
New Hampshire: 

“Every appropriate facility of 
state government must be di 
rected forcefully to the man 
agement and regulation of traf 
fic in such a way as to reduce 
death, injury and property dam 
age on our streets and highway S. 
he initiative of the Northeastern 
State Safety 
1953, joined by the Southern 
State Safety 
1954, and state highway safety 


Coordinators in 
Coordinators in 
campaigns generally have pro- 


vided a program of traffic safe- 
tv during the summer vacation 


March 


season, aimed against the viola- 
tions most frequently responsible 
for highway accidents — viola- 
tions associated with the ‘in a 
hurry’, ‘me, first’ attitude among 
drivers. “Slow Down and Live’ 
programs are producing results 
in the reduction of traffic casual] 
ties and should be extended 
throughout the nation, 

“The Forty-sixth Annual 
Meeting of the Governor’s Con- 
ference urges safety coordinators 
of the forty-eight states to con- 
duct vigorous highway safety 
campaigns generally, and espe 
cially from Memorial Day to 
Labor Day, 1955 on a country 
wide basis, and recommends 
that the several Governors pro 
vide impetus for the program 
by signing a joint declaration 
setting forth the position of each 
state in full support of this high- 
way safety project.” 
another 
and Live’- 


Here “first” for 
“Slow the first 
traffic safety program singled out 
for specific mention by the 48 Gov 
desirable on 


was 
Down 


ernors as being 
nation-wide basis. 
Although the 
the state safety 
definite challenge, it involved more 


Governors gave 


coordinators a 


than quick acceptance and an easy 
response. “Slow Down and Live” 


was operating successfully in 24 
Governor's Con 
But the 


states when the 


ference took its action. 
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United States is a vast area and a 
country-wide project needs a 
sound, working organizational 
structure if it is to be effective. 
State safety coordinators had such 
an organization in only 24 states. 

Probably one of the principal 
reasons this program has flourished 
is the simplicity with which its 
sponsorship has spread and the in- 
formal yet effective and coopera- 
tive structure which has sprung 
up to carry it forward. For many 
vears, northeastern states have had 
a Conference on Highway Safety 
and Motor Vehicle Problems. One 
of the standing committees of this 
Conference is composed of state 
safety coordinators. In this com- 
mittee was born the “Slow Down 
and with it the 
slightly more formalized group 
known as the Northeastern State 
Safety Coordinators. In 1953 we 
learned that our project had great 
potential strength in both enforce 
ment and public appeal. When the 
northeastern states voted, unani- 
mously, to continue the program 
in 1954 we also agreed that the 
campaign should be available to 
any states wishing to make use of 
the materials and facilities and 
willing to do a thorough job of 
state-county-community action in 
enforcement. In March, 1954, 
thirteen southern states joined the 
program and created the Southern 
State Safety Coordinators. 


and Live” idea, 
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These two groups represented 
half the states, but not half the 
nation in area. If we were to fol- 
low the proposal of the Governor's 
Conference we needed some form 
of national organization. Conse 
quently, on October 21, 1954, 
meeting in Chicago at the time of 
the National Safety Congress, state 


William M. Greene 


THE AUTHOR: 
Mr. Greene is Director of the Con 
necticut State 
and Chairman of the National Con 


Safety Commission 


ference of State Safety Coordina 
tors. With a background of 25 years 
experience, he is generally ac 
knowledged to be one of the na- 
tion’s outstanding authorities on 
motor vehicle department adminis 


tration and highway safety. 
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representatives brought into being 
the National Conference of State 
Safety Coordinators and offered 
“Slow Down and Live” to the na- 
tion. 

It should be clearly understood 
that this young organization has no 
grandiose ideas as to its place in 
the traffic safety picture. There are 
already very effective national as- 
sociations of state officials in sev- 
eral fields. The State Safety Co- 
ordinators have no scheme to super- 
sede these groups in program 
planning or to invade their spe- 
interest. In fact, 
support of 


cialized areas of 


without the strong 


police, court, motor vehicle, high- 


way and educational authorities in 
the states and communities, a proj- 
ect of the coordinators has no 
chance for success, The coordina- 
tors cannot require, direct or de- 
mand a “Slow and Live” 
program. They can only suggest, 
advise and coordinate the effort. 


Down 


ASSISTANCE FURNISHED 


[t should also be made plain 
that the National Conference of 
State Safety Coordinators, like the 
Northeastern and the Southern 
groups, has no staff and no budget. 
We would never have been able to 
conduct a program without the ad- 
ministrative assistance of the Acci 
dent Prevention Department of the 
Association of Casualty and Surety 
Companies. Fortunately the Asso- 
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ciation realized, with us, that ef- 
fective coordination of state traffic 
safety programs, reaching out to 
the communities, needed organiza- 
tion and stimulation. 

The Association recognized, too, 
the potential power of “Slow Down 
and Live.” So the administration 
of the entire campaign has been 
and remains in the hands of the 
Association’s Accident Prevention 
Department, acting at the direction 
of our Executive and Planning 
Committee. For the 1955 program, 
offices in New York, Chicago, Okla- 
homa City and San Francisco will 
handle the vast staff details. The 
Association has retained a promo 
tional agency, Mass Marketing In- 
stitute of Chicago, for the special 
assignment of “Slow and 
Live.” The Association’s Public Re- 
lations Department has joined with 
the Accident Prevention Depart- 
ment in carrying out the multitu- 


Down 


dinous steps of a national program. 

The interest and support of the 
Association of Casualty and Surety 
Companies extends much deeper 
than mere Time 
and time again the Association is 
host at receptions, luncheons and 
meetings where the working de- 
velopment of “Slow Down and 
Live” has its full expression. Such 
will be the case at regional meet- 
ings to perfect the 1955 campaign. 
These sessions will be held during 
February and March at Boston, 


administration. 
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An impressive breakfast ceremony in Washington was the occasion for 
signing of the Joint Declarations by the Governors last year. Here, 
from left, are Governors Theodore R. McKeldin, Jr. of Maryland, 
Thomas B. Stanley of Virginia and James F. Byrnes of South 
Carolina, affixing their signatures to the documents 


Philadelphia, Indianapolis, Des 
Moines, New Orleans, Denver and 
Sacramento. 

All of the Association’s contri- 
bution is done in the name of the 


coordinators, on distinctive letter- 
heads and even through street 
addresses which betray no connec- 
tion with our benefactor. I can 
say, in all honesty, that this is the 
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finest example of unselfish public 
service it has ever been my pleasure 
to witness in the highway safety 
movement. Moreover, the “behind 
the scenes” support of the Associa- 
tion not only makes “Slow Down 
and Live” possible—it is the main 
reason that the program is work- 
able as an official activity. The co- 
ordinators have carried the same 
philosophy throughout the project. 
Every contribution to “Slow Down 
and Live” is welcome—large and 
small, but cooperation has no 
“price tag” and no opportunity for 


glory! 
I am asked, many 
questions about “Slow Down and 


times, two 
Live.” The first is actually a double 
query: “Why do you concentrate 
on speed violations and why for 
only 100 out of 365 days in the 
year?” Here’s the answer. 

Traffic accident trends of recent 
vears have disclosed some inter- 
esting facts. The so-called “open 
road” of summertime vacation 
travel has become a pathway to 
traffic tragedy. Death on the high- 
way from two-car collisions, vehicle 
rollovers and collisions with fixed 
objects reaches a peak in the sum- 
mer. July or August now replaces 
December as the month with the 
greatest number of traffic fatalities. 
The accidents are rural and non- 
pedestrian—accidents during open 
country driving. Ninety percent of 
them involve the violations asso- 


March 


ciated with being “in a hurry”- 
excessive speed, speed too fast for 
conditions, following too closely, 
improper passing and failing to 
yield the right of way. Into this 
quintet, another classification is 
pressing, described in the accident 
reports as “drove off the highway.” 
In Connecticut, for example, we 
will record anywhere from 4,000 
to 5,000 “one-car” mishaps every 
year, cases in which only the one 
car is involved—no other factor. 
In most of these cases there are 
no witnesses, unless there are sur- 
vivors. But investigation of the ac- 
cidents generally show from 200 to 
300 feet of skid-mark before the 
crash takes place, Regardless of 
other factors which may be in- 
cluded as “causes,” speed is also 
present in this “drove off the high- 
way category. The state safety co- 
ordinators believe these reasons 
more than justify a Memorial Day 
to Labor Day program aimed at 
the “headlong rush” traffic viola- 


tions. 
IDEAL OPPORTUNITY 


The second question has a loud 
note of skepticism in its wording: 
“What’s so different about ‘Slow 
Down and Live’?” 

My answer is a little more com- 
plex, but equally forthright. Here 
it is: 

First, “Slow Down and Live” 
provides the perfect opportunity 
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tor the cooperation of functional 
authorities, in states, counties 
and communities. It is an ideal 
official program with clear ob- 
jectives and specific ways to 
reach those objectives. 

Second, the program provides 
an equally fine opportunity for 
the use of promotional projects 
the of 
organization, and 
dustry. All the elements for pub- 
lic support are present—for a 


within capacity every 


business in- 


magnum opus or for one of the 
many “small lifts” in a big effort. 
Third, “Slow Down and Live” 
concentrates where and when 
the need is greatest. The pro 
gram is long enough in duration 
to accomplish something and 
short enough in time span to 
sustain interest and activity. 
I would like to elaborate, for a 
moment, on the second item in the 


foregoing answer. “Slow Down and 
Live” is the perfect program for 
state and local support by insur- 
ance companies and their agents. 
Companies can provide national 


coverage in a variety of ways and 
should be large users of the pro- 
motional materials prepared for 
the 1955 campaign. State associa- 


LI 


ts. 
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tions and local agents can be a 
most important force in the entire 
project. If your State Safety Co 
ordinator is not already known to 
the Accident 
Prevention will 
glad to supply his name. Contact 
him, for specific suggestions as to 
what you can do to help. 


vou, Association’s 


Department be 


So, the stage is set—in 48 states, 
the District of Columbia, Alaska, 
Hawaii, Puerto Rico and the Re- 
public of Cuba. If “Slow Down 
and Live” can repeat its 1954 re 
sult it will save over 1,200 lives 
on our streets and highways next 
summer. It can also produce the 
first total 
traffic casualties since the restricted 


travel days of World War II. 


are 


national reduction in 


Perhaps these goals too 
much to expect for the first yea 
of nation-wide operation. Even if 
we fail to reach the “summit” in 
1955, we'll gain a lot of experience 
in how to reach our objectives and 
we may get there in 1956, After 
all, it took a lot of hard work and 
heartbreaks before stood 
atop Mount Everest, and our goal 


is an Everest in traffic accident pre 


anyone 


vention. 


Expectations are that a total of 5,800,000 
passenger cars will be turned out this year 





Advice to the Grounded 

NCE AGAIN we are happily surrounded by those gleaming vessels 
O of the American id, the year’s new cars. Outside they wear The 
Forward Look, the Go-Ahead Look, the 100-Million-Dollar Look. In- 
side they have Trigger-Torque, Turbo-Fire, Hy-Fire, Firedome, Fire- 
flite, Blue-Flame, Power Flow, Strato-Streak. They also have full-time 
power steering, full-time power brakes, Four-way Power Front Seats, 
Power Flite Range Selectors, Power-Swept Metal Sheathing and in- 
stantaneous power for that “safety-surge” when passing at “highway 
speeds.” Power here, power there, power everywhere. Now every- 
thing is superduperpowered—everything, that is, except the brain, the 
eyes, the reflexes and the temper of the human animal. 

These remain regrettably constant and inadequately supplemented 
by man’s pitiful defenses against himself—police and politeness. 

So a word to the driver is in order. When you sit yourself down 
on that random-weave nylon, when you flick the switch that lights 
up those Turbo-Action spark plugs, when you throw in that trans- 
mission which “outthinks even a race driver” (or that other one 
with the “variable pitch propellers”), and when you set those tubeless 
tires rolling for that angle-poised-ball-jointed-suspension Super-Scenic 
ride, just remember this: 

No matter how much “airplane thinking” has gone into your new 
crate, no matter if it does look “as if it might have been born in a 
wind tunnel,” you are not the clear-eyed, razor-sharp captain pilot of 
a DC-7. You do not have those dashing little crinkles at the corners 
of your eyes which come from squinting at distant landfalls and from 
the awesome responsibilities of bringing Flight 509 into Idlewild on 
instruments. You are still the driver of a machine which has been 
designed merely to move you painlessly, quietly and as efficiently as 
possible from one place to another—STRICTLY ON THE GROUND. 

Your biggest job is to keep that new wrap-around, panoramic wind- 
shield from being wrapped around your own neck, and to make sure 
that The Forward Look doesn’t turn out to be a brace of shiners hung 
on your puss by the truck driver whose tailgate you've just buzzed. 
So keep a light right foot. They’re dandy cars, but they don’t come 
with built-in radar or a spare set of white-walled front teeth—even 
optional. 

“Reprinted by Permission, from LIFE 
Dec. 6, 1954. Copyright Time, Inc.” 
8 XR. an? 


— 





The bonding business is a good business! 


A nationally known figure in Fidelity and Surety 
gives the reader an inside look at this fascinating field 


Not only is bonding interesting but the author ex 
plains that it offers great opportunities for service 


EARS AGO, WHEN Casualty In- 
b psiow was in its infancy, 
many an established Fire Insurance 
Agency must have looked askance 
at this new development in the 
industry. They probably decided, 


like the well known industrialist of 
the time who declared that the 
automobile wouldn't ever catch on, 
that this new kind of insurance had 
no future and they'd have no part 
of it. 

However, as time went on, these 
same agencies discovered a horri- 
ble truth. They had to handle 
casualty insurance if they were to 
properly service their customers 
and thus retain good will and safe- 
guard business. So, rather reluc- 
tantly at first, most of the old line 
fire agencies obtained casualty in- 
surance connections but for the 
most part, they balked at the ap- 
parent complex nature of Fidelity 
and Surety and the majority really 
stuck to this decision. 





They just weren’t going to han- 
dle bonds and that was that! 

However, a small group of in- 
trepid men, with vision perhaps 
but certainly with courage, adopt- 
ed this field for their own and thus 
were the forerunners of the still 
comparatively small fraternity of 
“Bond Men.” Some of them of 
course entered company employ 
and being a small group, were in- 
clined to keep to themselves, talk 
a strange language that nobody 
else could understand and were 
even tempted to be rather lordly 
when around such ordinary fry as 
automobile or liability men. 

Other bond minded men chose 
with characteristic good judgment 
to enter the agency field. Thus the 
pattern was formed: a sort of un- 
written law. Bonding Agents would 
write Fidelity and Surety, Insur- 
ance Agents would write Casualty 
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and Fire. It became the custom 


for the when 


Insurance Agent 


faced with a bond problem to 
throw up his hands with a pained 
expression and direct the prospect 
to the nearest Bonding Agent for 
service, 

“Bond Men” 
realize the worth of the Commer- 
cial Blanket Bond form and they 
fully exploited the almost limitless 

The 3-D 
developed, 


were quick to 


opportunities for sales. 


Package Policy was 
adaptable for merchants, manufac- 
turers, wholesalers, retailers, con- 


fuel 


dealers, warehouses and so on ad 


tractors, automobile dealers, 
In fact, every employer 
Simplified 


formulas and new sales techniques 


infinitum 


rate 


was a_ prospect. 


were developed. 
SALES PRINCIPLES 


Certain fundamental sales prin 
ciples became evident. The 3-D 
Package Policy which offered com- 
prehensive protection from loss 
from both within and without the 
framework of the business organi 
zation Bond Men 
were quick to seize on the per- 
sonal angle. Here article 
designed to directly indemnify the 


was stressed, 


was an 


Customer’s prize possessions, his 
cash, his assets, his investment or 
that of stockholders. Many 
gimmicks into use. 
Bond Men liked the news clipping 


approach. They armed themselves 


sales 


came Some 


AND SURETY JOURNAL 


March 


with stories of embezzlement 
losses, always being sure to select 
one involving a large loss caused 
through the defalcation of a trusted 
employee of a smaller firm than 
that of the prospect, thus forcefully 
bringing home the higher suscep- 
tibility for loss. Others cited actual 
loss cases, the myriad ways that a 
firm can lose money. It burns, it 
disappears, it is stolen, it is em 
bezzled, collusion occurs. Always 
the producer hammered home the 
basic sales argument, and after all 
the one point 
there are literally thousands of ex- 


unassailable since 
amples: Embezzlements generally 
occur over a period of time in small 
that are virtually im- 
possible to immediately spot and 


more often than not through the 


amounts 


most unlikely sources, the long 


time trusted employee, usually a 


pillar of respectability in the com 


munity. 

After the initial sales resistance 
was broken down and the majo: 
objections to the coverage success- 
fully 
favored the injection of the finan- 
cial statement angle. Strangely 
enough, most prospective Fidelity 
Bond buyers will optimistically 
but foolishly decide on a limit of 
liability far lower than their po- 
tential loss exposure, There is no 
more graphic or convincing argu- 
ment than to compare the latest 
financial statement to the selected 


countered, many producers 
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limit of liability. Even the most 
reluctant prospect will agree that 
a $10,000 Blanket Bond hardly af- 
fords sufficient protection to a 
$100,000 business. In the case of 
an incorporated prospect the em- 
phasis of course is on manage- 
ment’s responsibility to safeguard 
the stockholders’ investment. 
Regardless of other sales tech- 
niques, Bond Men quickly learned 
that Commercial Fidelity or the 
3-D Package, to be successfully 
sold, had to be properly sold. They 
learned how important it was to 
be “thoroughly honest” and “hon- 
estly thorough” with the prospect. 
The buyer had to be informed of 
the proof he must produce to prop- 
fidelity loss; that 
inventory 


erly assert a 
neither an abnormal 
shortage not definitely traced to 
the dishonest act of an employee 
nor a confession of guilt without 
showing 
and defalcation 
could be considered as prima facie 


confirming proof dates 


amounts of the 


evidence of loss. 

It always seems that the sin of 
improper selling will come home 
to roost! Fate appears to decree 
that in the one instance of failure 
to thoroughly explain the terms of 
coverage, a loss occurs. 

The producer then must face the 
unleashed wrath of an enraged cus- 
tomer, holding an unconfirmed em- 
bezzlement loss! May no man here 
ask how we know! 


BONDING—OPPORTUNITY FOR SERVICE 1] 


Dave Porter of the Surety As- 
sociation of America, in an address 
delivered at the New York Insur- 
ance Day drew attention to today’s 
“Biggest Bargain.” 

He said, in part, and I quote— 
“For the past two decades Fidelity 


and Surety Bond prices have 


moved in a directly opposite trend 


J. Kenneth Cormack 


THE AUTHOR: 
Mr. Cormack has just formed the 
general agency of Cormack-Routhier 
in Providence, R. |. with Edward J. 
Routhier, Jr. He entered insurance 
in 1928 and is now serving his third 
term as chairman of the fidelity and 
surety committee of the National 

Agents. 


Association of Insurance 
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to the climbing costs of commodi- 
Premiums for Fidelity and 
Surety Bonds decreased 
sharply and 
1936, whereas the cost of practi- 
cally all commodities and services 


ties. 
have 


continuously since 


have gone steadily upward.” 


Reduced costs, company co- 
operation, simplified rate-making; 
all have indeed made the Fidelity 


Bond a highly salable article. 
SALES SUGGESTION 


In passing, additional 
thought on the art of selling. As 
we all know, in insurance we fre- 
quently have to sell our merchan- 
dise twice! Once to the customer 
and then all over again to the com- 
pany! Now, it occurs to us that our 
companies could do the agents a 
great favor by establishing one de- 
partment for underwriting the 3-D 
Package Policy. The way it is now, 
if you get safely by the Fidelity 
Underwriter, you've still got that 
gimlet-eyed Burglary man to cope 
with! True or False? 

At the beginning of this dis- 
cussion we mentioned the phenom- 
enon of our business, the unwritten 
law. Some agents and all too few, 
touch 


one 


write bonds, others won't 
them with a ten-foot pole. For 
several years the situation has oc- 
cupied much of our time and 
thoughts. 

Most probably, the underlying 


reason for the reluctance of some 


March 


of the agents to actively service 
their own natural bond business 
is a lack of a clear understanding 
of the fundamental difference be- 
tween Surety and Insurance. Cas- 
ualty and Fire Insurance policies 
as well as most forms of Fidelity 
indemnify the from loss 
caused by specified perils. Surety 
for the most part is an entirely 
different proposition. Surety is not 
insurance. Surety is service, an en- 
Surety is an_ instru- 
jointly by the 


buyer 


dorsement. 
ment executed 
principal and the company and 
which binds them both to a third 
party, the obligee, for a perform- 
ance, or the payment of an obli- 
gation, or the consummation of an 
agreement, and many other things 
depending upon the nature of the 
obligation, In most cases Surety is 
a convenience to the customer. It 
is a substitute many times for a 
cash requirement of a third party 
for the guarantee of performance, 
an act, or ultimate satisfaction. 
Now, standard procedure in Fire 
and Casualty and we can also in- 
clude Blanket Fidelity or the 3-D 
Package, permits an agent, when 
confronted with need for immedi- 
ate coverage, to issue binders to 
his companies, knowing that the 
details of underwriting can be 
worked out at his later convenience. 
He also knows that if the particular 
risk doesn’t measure up to the re- 
quirements of a given company 
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For the past two decades Fidelity and Surety Bond prices have moved in 
a directly opposite trend to the climbing costs of commodities. Pre- 
miums for Fidelity and Surety Bonds have decreased sharply 
and continuously since 1936, whereas the cost of practically 
all commodities and services have gone steadily upward 


that the binder can be terminated eral companies, as is customary, 
with no harm done and coverage’ that he probably will receive sev- 
placed elsewhere. In the case of a_ eral inquiries from several under- 
sizable Fire line the agent also writers and each one will be en- 
knows, if it is divided between sev- __tirely different from the other! 
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Surety cannot be handled in this 
fashion. Most Surety Bonds, once 
executed are non-cancellable or at 
least not until the particular ob- 
ligation is satisfied. As a result, all 
data, all underwriting information 
must be obtained and submitted 
before execution of the instru- 
ment will be authorized and the 
need of the customer fulfilled. 


NeEcESSARY REQUIREMENT 


Perhaps it is this fundamental 
and obviously necessary require- 
ment of Surety that all submissions 
be fully complete in advance of 
execution; in opposition to the 
free and easy issue that custom per- 
mits in Casualty and Fire, which 
may, in part, explain why so many 
agents are unwilling to actively en- 
gage in the bond business. 

Only in a general way 
Surety be solicited. Attorneys, al- 
ways a good source of Court Bonds 
can be contacted for their future 
contacts 


can 


bond needs, contractor 
can be cultivated, However, a sit- 
uation first occur before 


Surety is needed, An attorney must 


must 


be appointed by a court as admin- 


istrator of an estate or as a re- 
ceiver. A contractor must require 
a Bid Bond through specifications 
contract. A customer must 
require Permit Bonds or be in- 
volved in litigation requiring a Re- 
lease of Attachment Bond or a 


Cost Bond, to cite a of the 


In a 


few 
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many Surety requirements that 
arise from time to time. 

Generally, Surety is required in 
a hurry. While it isn’t always true, 
quite often the customer in need 
of Surety is slightly annoyed by the 
requirement he faces and usually 
wants the whole thing over and 
done with by the prompt and im- 
mediate filing of his bond. The 
agent who is qualified to satisfy 
these rather imperative needs is 
without doubt exercising the great- 
est opportunity for selling himself, 
through Surety service. 

There is a vast and fascinating 
field for service through Surety. 
It is always a surprising business. 
The unexpected is always occur- 
ring. More than can be 
counted new connections promis- 
ing great possibilities for commis- 
sion profits have been opened up 
by the act of an _ enterprising 
Bonding Agent in putting himself 
out to provide prompt Surety serv- 
ice for what at the time appeared 
to be a picayune item involving a 
minimum premium. 

An automobile dealer 
Replevin Bond to gain possession 
of a vehicle. Not an important 
premium transaction but conside: 
the importance of this service to 
the dealer! Consider the command- 
ing position of the agent who pro- 
vided this bond when the dealer’s 


times 


needs a 


insurance comes up for renewal! 


An attorney needs a Probate 
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Bond on a small case. The alert 
agent who is equipped to prompt- 
ly execute this bond has peanuts 
for a commission but the attorney 
will have others! Maybe the next 
one will be a long term guard- 
ianship case involving substantial 
issets! 

A contractor may need a Side- 
walk Bond Blasting Bond. 
These are small matters to be sure 
but they’re of prime importance to 
the contractor! You'll get 
rich on this kind of business but 
the annual amount of 
premiums that this fellow 
pays on all his insurance includ 
ing Bonds, perhaps 
the facet of 
Surety. 

Depending on the fortunes of 
the bidding contractor, one day in 
the life of a Contract Bond man 
may produce a $5.00 Bid Bond 
the a $10,000 
premium. Successful Performance 
Bond service probably represents 


or a 


never 


consider 
same 


Pertormance 


most fascinating 


premium, next, 


ind fell on the sidew: 


A kindly old lady 
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be 


The little lad on his way to kindergarten tripped 


lk 
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the ultimate value:—to Customer, 
to Agent, to Company. 

It can be truly said that Surety 
Service and Salesmanship are syn 
onomous, Through the years the 
bond producers have come to capi- 
talize on the potent selling force 
exerted by these services and more 
and more they are making inroads 
on the Casualty and Fire lines of 
Surety customers. 

No longer can complacent in- 
surance agents expect to retain the 
Fire and Casualty business of cus 
tomers whose Surety needs he ig- 
nores. 

There is a crying need for all 
agents to provide complete service 
their clientele; whether it be 
Casualty, whether it be Fire, 
whether it be Fidelity or whether 
it be Surety. 

The 


can render—the greatest selling job 


to 


greatest service an agent 


he can do—is to provide a bond 


when the customer needs one! 


rushed over to help him 


“Now little boy, you must be brave and not cry.’ 


“Cry, my foot,” said the little boy. “Im going 
to sue somebody for this.” 


Canadian Underwriter 
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“The office comic took a picture of my desk!” 
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“I like to impress the boss by taking home some work over the week end 
too, but Hill overdoes it!” 





To demolish is to progress! 


of existing structures is frequently necessary 


Insurance protection is vital in this dangerous work; 


the author cites important factors to be considered 


Demolition Coverage 


N OUR EVERYDAY ACTIVITIES we 
| pe to progress. Progressing 
involves expansion of industry, new 
roads, new buildings, removal of 
existing structures and the rebuild- 
ing of new modern structures. We 
in the insurance industry play an 
important part in this march of 
progress. We can safely say that 
without the benefit of insurance, 
progress would be retarded or pei- 
haps be non-existent. Our business, 
therefore, is the providing of insur- 
ance (financial protection) to indi- 
viduals, corporations and industry 
as a whole against loss by reason 
of the operations of such individ- 
uals, corporations and industries. 

In this march of progress we will 
discuss one important phase hav- 
ing to do with the removal of ex- 
isting structures to make way for 
the rebuilding of others. Unfortu- 
nately, not enough is known about 
the handling of insurance require- 
ments for demolition contractors 
and the elements to be considered 


By A. F. SEELIG 


in soliciting such business and its 
presentation to the insurance com- 
panies for the insurance protection. 

Websters Dictionary gives a 
very brief description of the word 
“demolition”: “Act of demolishing: 
destruction”, whereas, the word 
“demolish” is descriptive: 
“To throw or pull down; to ruin.” 

The protection required by dem- 
olition contractors is usually the 
standard form of insurance such 
as Workmen’s Compensation, Pub- 
lic Liability protection, Property 
Damage protection (sometimes in 
cluding XCU hazards), Protective 
Liability, Contractual Liability and, 
occasionally, Completed Operations 
protection, You are familiar with 
these basic forms of insurance and 
should have no difficulty explain- 
ing them to your prospective policy- 
holders, therefore, I will limit this 
discussion to the basic information 


more 
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which should be developed when 
considering the insurance for dem 
olition operations. 

The 


demolition or wrecking can be very 


hazards associated’ with 
serious and in the event of an ac 
many people may be in 


killed, both 


and members of the public and 


cident, 
jured or employees 
considerable property damage can 
accident. Be 


cause of these severe loss possibili 


ilso result from an 


ties, company underwriters find it 


necessary to require complete in 
each and every 


formation about 


risk 
IMPORTANT FACTORS 


that 


equipped to develop the necessary 


In order you may be 


information for company under 
writers and at the same time en- 
hance your ability to handle and 
service risks of this 
will outline for you the important 
factors to be developed. Naturally, 


character, I 


the following information was de- 
veloped with the thought in mind 
of working on more hazardous 
types of risks, therefore, some of 
the details referred to need not be 
developed when the wrecking op 
erations involve small premises. 
Uppermost in the underwriter’s 
mind is always the question of the 
ability of a and _his 
general standing in the industry. 
Therefore, I 


pertinent considerations for the 


contractor 


will enumerate the 


AND SURETY 
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individual risk, The order of listing 
does not indicate position of im 
portance as each question is essen- 
tial. 

You must determine how many 
years the contractor had been en- 
gaged in wrecking or demolition 
work, whether the contractor em- 


ploys capable supervisory person 
nel and extends to such personnel 
proper authority to supervise all 


operations on the premises. It is 
also well to determine the average 
length of time such supervisory per 
sonnel have been employed by the 
contractor. Likewise, does the con 
tractor make every effort to employ 
only experienced and physically fit 
demolition and wrecking workers 
and does the contractor make a 
practice of providing proper safety 
devices for use by his personnel 
such as hard-toe shoes, helmets, 
safety belts, safety lines and respi- 
ratory masks for use in confined 
areas where heavy dust may be 
involved. Also, determine whether 
adequate first-aid equipment is 
maintained on the job site. It is 
true that the insurance company’s 
safety engineer can develop most 
of this information but it is not 
always possible to get a company 
man on the premises in time to 
provide the coverage required by 
the client, hence, it is well for you 
to develop the information. 

Next, you will determine what 
equipment the contractor owns for 
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use in demolition and wrecking 
work and, if possible, endeavor to 
get some condition. 
Most their 
cranes, bulldozers, demolition balls 
and concrete breakers but if they 
do not, then you should develop 
information as to from whom the 
equipment 
and, if possible, if such rental in- 


idea of its 


contractors own own 


contractor rents such 
cludes operators and the basis upon 
which the equipment is rented. 
That is, 
employee of an independent con- 


will the operator be an 
tractor or an employee of your 


prospect? On the rented equip- 


ment with operators, will your 
prospect make certain that the op- 
erators are experienced? 

At this point in your negotia- 
tions, you will develop information 
as to the previous loss experience 
of the contractor both as respects 
Compensation and Liability cov- 
erages and, if possible, obtain for 
the company a listing of the losses 
and how they occurred. 

When you are satisfied that your 
prospective contractor represents a 
risk you wish to handle, then you 
are ready to determine something 
about the particular operation to 
be covered. In other words, what 
type of building or structure is to 
be demvlished? That information 
should cover details as to how 
many floors, whether a basement 
and sub-basements are involved, 


type of construction (frame, brick, 


DEMOLITION 


COVERAGE 


stone, concrete or brick and stee! 
etc.) and the present condition ol 
the structure, Is any part of the 
structure in a weakened condition 
or damaged by fire or windstorm? 
Likewise, will any part of the struc 
ture be occupied during demolition 


Information is also 


operations? 


needed as to the age of the build- 
ing, whether or not blueprints of 


A. F. Seelig 


THE AUTHOR: 
Mr. Seelig is vice president of the 
American Casualty Company and 
the American Aviation and Gen 
eral Insurance Company in charge 
of casualty underwriting. He has 
been in the insurance business over 


thirty years. 
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the building are available and blue- 
prints of alterations to the original 
structure. Original blueprints are 
of a great help in developing the 
procedure to be followed in de- 
molishing the structure. The blue- 
prints always show the carrying 
walls or beams. This information 
is of real value. 

When obtaining a description of 
the building, information should be 
secured as to whether large chim- 
neys or smoke stacks are likewise 
to be removed. 


INFORMATION NEEDED 


Next, the underwriter will want 
to know where the structure to be 
demolished is located and some 
idea of the public exposures; he 
would like to know if it is located 
in a highly populated area; a rea- 
sonable explanation should be given 
of the amount of pedestrian traffic 
or automobile traffic and how close 
pedestrians or automobiles may be 
to the structure. He will also want 
to know something about the ad- 
joining buildings or properties, the 
construction of such buildings and 
what operations are conducted in 
such buildings and whether or not 
the adjoining buildings have base- 
ments or sub-basements and rest 
upon their own foundations. Addi- 
tionally, some information should 
be developed as to the existence 
of utilities such as lines for elec- 
tricity and telephone, pipes for 


March 


sewers and water. You can see the 
reason for these questions as they 
immediately bring out the public 
exposures and the existing expos- 
ures with respect to XCU cover- 


ages. 

As a further assistance to 
and the underwriter, you should 
develop information as to how the 
structure will be demolished; by 
hand so to speak, on a brick by 


you 


brick basis, which usually means 
that in addition to demolishing the 
building, there will be salvage op- 
erations—will mechanical equip 
ment be used such as a demolition 
ball, rammer, cutting 
equipment, cranes and _ bulldozers 
or explosives? If explosives are to 
be used, will a licensed powder 
man be employed and under whose 
supervision? If possible, the esti- 
mated length of time to be con- 
sumed in the demolition work. 

Demolition operations involve 
the accumulation of much refuse 
and you should deiermine what 
means will be used in disposing of 
the refuse. This question will de- 
velop whether the prospective in- 
sured will use their own trucks or 
hired equipment. Likewise, _ it 
should bring out whether the refuse 
will be removed from one floor 
to another by means of chutes or 
just dropped through a hole in the 
building or over the side. 

Every risk which is worth solicit- 
ing should not only be qualified to 


acetylene 





DEMOLITION COVERAGE 


The hazards associated with demolition or wrecking can be very serious 
and in the event of an accident many people may be injured or killed, 
both employees and members of the public, and considerable 
property damage can also result from an accident. Because 


of these... 


demolish structures but should like- 
wise be safety-minded. The more 
safety a risk practices the more at- 
tractive the line becomes to the 
underwriter. Consequently, you 


complete risk information is required 


will want to develop information 
covering the safety measures em- 
ployed by your client. For ex- 
ample, when structures are being 
demolished in populated areas, 
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will proper overhead barriers be 
constructed over the public ways 
and sidewalks or will the entire 
premises be enclosed with suitable 
barriers or fences to keep members 
of the public from getting near 
enough to the operations to be in- 
jured? In determining the public 
exposure, the underwriter will be 
very much interested in knowing 
whether there are schools near by 
and whether watchman 
service is employed when school 
children may be passing by. With 
respect to the barricades, will 
proper lighting be installed so that 
pedestrians will have a clear pas- 
sage and so that motor vehicle 


special 


operators will not run into the bar- 


ricades because of lack of lighting. 
PROTRUDING NAILS 


In the process of demolition, as 
used lumber is stacked, will the 
prospective insured make certain 
that all nails are turned down so 
as to prevent injuries from pro- 
truding nails? 

During the operations, and until 
the area is cleared, will the insured 
employ a watchman? After the 
completion of the demolition work, 
will the insured make certain that 
all public ways and sidewalks are 
cleared and any breaks within 
them immediately repaired? 

The premium for Workmen's 
Compensation and Miscellaneous 
Liability protection is developed 
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from the remuneration earned by 
employees, excepting for risks lo- 
cated in the State of New York 
where the premium is developed 
from the cubical content of the 
building or structure to be de- 
molished. 


Cost Basis 


I will not discuss the further de- 
tails of rating as I believe you are 
already familiar with the premium 
developments but connected with 
the question of premium is the 
related information which helps 
the underwriter size up the risk 
and that is, will the demolition 
work be on a cost plus basis or a 
fixed amount basis and, does the 
contract price include salvage for 
the contractor or salvage for the 
owner of the premises, 

If salvage is to be considered as 
part or whole payment for the de- 
molition work, then an entirely 
new approach to the risk may be 
required as the contratcor may 
conduct a dual operation, such as 
operating a used building material 
business and perhaps a junk yard. 
Should that be the case, the fore- 
going information should be sup- 
plemented with data covering the 
used building material operations 
or the junk yard. 

Demolition or wrecking opera- 
tions involve greater loss possibil- 
ities than erection operations be- 
cause when structures are ready to 
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be taken down, some of the sup- 
porting members of the structure 
may have deteriorated through the 
passing of time or because of dry 
damage, foundation 


rot, water 


failures or damage from othe: 


causes. These weakened support 
ing walls or beams may not be ex 
posed and, therefore the demolli 
tion contractor will not have any 
idea of their condition and in the 
process of tearing down the struc 
ture, remove some secondary sup 
porting walls or beams with the 
result that the additional weight 
thrown on the remaining portion 
of the building may cause the main 
structural supports to collapse. 


DEMOLITION 


COVERAGE 23 


These hazards are very real and 
unless the work is to be done by an 
experienced demolition contractor 
trouble is likely to occur. Because 
of these known hidden hazards, 
each company establishes its own 
underwriting requirements for this 
type of business and it is possible 
that some companies will require 
more information than indicated in 
this article. 

Therefore, the 
that you determine from your own 


writer suggests 


company what information 
they will whether or 
not they are actually in a position 
to write demolition and wrecking 


just 
require or 


risks. 


rs 


The youngster had asked his father to explain 
business ethics to him. 


“It’s this way,” said his dad. “Let’s say a cus- 
tomer comes in to clear up his account and he 
pays me with a fifty dollar bill. As he leaves, I 
find there’s another fifty dollar bill stuck to the 
first one, so he’s paid me a total of a hundred 
dollars instead of fifty. 


“Now that’s where the question of business 
ethics comes in—should I tell my partner, or 
not?” 


—The Wyoming Insuror 





ubhications 





Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, New York 38. 





“Your Guide to Safety in Steel Erec- 
tion Work” —Building contractors 
which employ steel workers and con- 
struction workers will find consider- 
able worthwhile information in this 
booklet. It deals with all the common 
phases of steel erection work, includ- 
ing safe practices applicable to: 
riveting; welding and cutting; crane 
and derrick operation; ropes, chains, 
cables, blocks and tackles, slings and 
hooks; hand tools, pneumatic tools; 
and electric tools. 24 pp., 3%” x 5k”, 
illustrated, $3.50 per 100. 


“A Guide to Safety in Demolition— 
Wrecking Operations” — Contractors 
engaged in wrecking operations must 
take into consideration the many 
potentially hazardous aspects of their 
trade. This booklet outlines safe pro- 


cedures pertaining to: mecha tical 
demolition, floor arch demolition, re- 
moval of structural steel, oxy-ac ety- 
lene cutting, ladders and scaffi sds, 
chutes and floor openings for rem: >val 
of debris, catch platforms, and pro. tec- 
tion of the public at the job site. 24 
pp., 3%” x 5%”, illustrated, $4.00 per 
100. 


“Your Guide to Safety as a Ci-ane 
Operator”’—Deals with safe met] sods 
of crane operation and maintena nce, 
including: operator’s daily check: of 
equipment, hazards of overhead edec- 
tric power lines, standard hand sig- 
nals, and periodic inspection and 
maintenance of equipment. Oper. iting 
rules applicable to various typcis of 
cranes are also included. 24 pp., 


3%” x 5%”, illustrated, $4.00 per 100. 


“Your Guide to Safety in the Plumb- 
ing, Heating and Ventilating T rades” 
—A collection of valuable safe. prac- 
tice tips covering: use of tools and 
equipment, ladders and scaffolds, sto- 
rage and handling of materials, and 
work in tanks and trenches. Also in- 
cludes a table showing allowable loads 
for planks of varying sizes used for 
scaffolds. 16 pp, 3%” x 5%”, ilhustrated, 
$3.00 per 100. 


“Apartment House Safety Instrwetions” 
—Although designed primarily as a 
guide for apartment house mainte- 
nance personnel, this booklet will also 
be found helpful by apartment dwell- 
ers and home owners. Covers safe pro- 
cedures applicable to the maintenance 
of building entrances and exits, stair- 
ways and floors, as well as elevator 
operation and maintenance, handling 
of waste materials, window cleaning, 
boiler rooms, hazards in the repair 
shop, and the safe use of ladders. 23 
pp., 3%” x 5%”, ill., $2.90 per 100. 





Yachting is a fast-growing recreation! 


All over America, families 


pleasure with boats in salt water and fresh 


are having fun 


A yacht policy has many unique features and this 


marine expert cites the important ones here 


Protection for the Yachtsman 


O MANY, THE woRD “Yacht” 
"Ses a long, graceful 
craft complete with smartly uni- 
formed crew members tending to 
the navigation of the vessel and 
the comfort of the owners and their 
guests. Actually, a yacht is any 
water-borne vessel specially de- 
signed for pleasure use. They can 
be powered by sails, by outboard 
motor or by inboard gasoline or 
Diesel engines. Some are as small 
as 18 feet in length, and others 
may exceed 100 feet. Values may 
range from five hundred to several 
hundred thousand dollars. They 
are owned by the wealthy, those 
of moderate means, and frequently 
by an enthusiast who would rather 
have his own craft than eat. 

Yachting is not confined to the 
coastal areas of the United States. 
Every inland lake or river that is 
reasonably navigable and within 
range of centers of population is 
likely to have its share of sparkling 
white, billowing sails, or the purr 
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by ARTHUR E. BRUNCK 


of marine engines and graceful 
bow waves, For those who can't 
fly, yachting is the next best way 
to find that solitude or sense of ad- 
venture or communion with nature 
so many of us seek but cannot find 
in the crush of modern living. 
While the pleasures of yachting 
are many, the seas and rivers are 
not always kind and gasoline can 
be violent when treated with dis- 
dain. On the premise that a live 
client will continue to be a client, 
the agent or broker who sells yacht 
insurance should be conscientious 
in passing on literature prepared to 
educate vessel owners toward the 
prevention of fire and explosion in 
motor vessels. They should be en- 
couraged to join yacht clubs or 
power squadrons where classes in 
navigation, the care and handling 
of sailing craft and marine engines 
and other allied subjects are avail- 


able. 
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Normally, an insurer will bind 
and issue a policy on a compara- 
tively new yacht built by one of 
the nationally advertised builders 
without prior inspection. On older 
yachts, however, or those construct- 
ed by unknown builders or by ama- 
teurs, the Company will require 
the vessel to be examined by their 
surveyor prior to or immediately 
after binding. The surveyor may 
find certain defects and request 
immediate rectification of any dan 
gerous this, 
not to be difficult, but to avoid not 


only financial loss to his company, 


conditions. He does 


but also, and more important, to 


save lives. 


ACCIDENT CAUSES 


Damage to yachts and other re 
sults of accidents is not limited to 
carelessness or ignorance of the 
basic elements of seamanship as 
the cause. The elements take thei: 
toll, as witnessed by the devastat 
ing Hurricane “Carol” on August 
31, 1954. Complete figures are not 
available, but let the smallest state 
of the union tell its share of the 
tale. Pouring out of the night, at a 
period of high tide, “Carol” crushed 
the shores of Rhode Island, leaving 
more than 2,000 craft of all de 
scriptions destroyed or seriously 
damaged. 

Yachts can burn or explode, col 
lide with other vessels or piers or 


submerged objects, founder when 


AND SURETY JOURNAL 


March 


heavy seas fall upon their decks, 
be stolen, strand upon a sand or 
mud bank hidden by the water, be 
blown or fall over when stored on 
shore propped by blocks or shoring. 
Sails and masts may be torn and 
shattered by violent winds. Equip 
ment stored on shore during winte1 
periods of lay-up may be destroyed 
by fire. All these and many other 
causes of loss or damage to the 
yacht are covered by the terms 
of a full Marine coverage Yacht 
Policy. Not only is the Physical 
Damage to the Yacht covered, but 
also salvage costs that may be in- 
curred in towing a disabled vessel, 
removing it from a stranded posi- 
tion, and similar costs. The Yacht 
Policy, by the terms of the “Run- 
ning Down Clause,” also covers the 
Owner’s Liability for damages to 
another vessel in the event that he 
is at fault in a collision with the 
other vessel. The limit of liability 
under this 
equal to the sum insured on the 


clause is an amount 


vessel itself. 
BROAD PROTECTION 


The Standard Yacht Policy is a 
“Package Policy,” a phrase that has 
had much publicity recently, but 
which has been a common form of 
contract to Marine Underwriters 
for many years, In addition to in 
suring the vessel itself against the 
numerous perils already mentioned, 
the assured can, for an additional 
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premium, select coverage for “Pro- 
tection and Indemnity” which, like 
the 
damage 


injury and _ property 
coverage of the 
known Automobile Policy, actually 
to 
others for Property Damage and 
Death 
out of the operation of the insured 


bodily 
bette: 


means protection for liability 


Personal Injury or arising 
vessel. It covers beyond the limited 
scope of the “Running Down 
Clause” to include liability 
damage to piers or other property, 
other vessels to wash 
rather than collision, costs of re- 
moving the wreck of the insured 


for 


due wave 


vessel when obligatory to clear a 
blocked channel, and similar dam- 
ages or expenses. Legal costs in 
defending suits for injury, death or 
property damage, are also under 
the contract’s protection. 

Since the policy covers only the 
assured, his or her spouse, and 
their unmarried children who may, 
it the time liability is incurred, be 
operating the yacht, provision is 
made under the Omnibus Clause 
to cover other friends or relatives 
who may be operating the yacht 
with the permission of the owner at 
a small charge in addition to the 
normal “P & I” Premium. 

In many cases injury or death 
may occur to guests or 
other than the assured while in o1 
upon or boarding or alighting from 
the insured vessel for which there 


is no liability on the part of the 


persons 
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assured. For example, injury or 


death resulting frora unforeseen or 
unavoidable actions of the elements 
is normally not the responsibility 
of the owner. Yet, the owner may 
feel obligated to pay for the neces- 
sary hospital, medical or funeral 


expenses. These voluntary costs 


can be insured by the purchase of 


oh 
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1936. He has just been recalled 
the head office 
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from Canadian 
manager. He was president of the 
Canadian Board of Marine Under 


writers since 1954. 
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‘Medical Payments Insurance” on 
the same policy. 

It is suggested that producers ac 
quaint their as- 
sureds with the local regulations of 
the United States Coast Guard rel- 
pleasure 


themselves and 


ative to registration of 
craft and the mandatory equip- 
ment that must be on board. All in- 
board-powered pleasure craft of 
any size and all outboards exceed- 
ing sixteen feet in length must be 
registered with the Coast Guard if 
operated on any of the navigable 
waters of the United States, This 
means not only coastal waters, but 
also, any inland river or lake nav- 
igable for purposes of inter-state 
commerce. At the end of 1953, ap- 


proximately 300,000 pleasure craft 


were so registered. 
EQUIPMENT INSPECTION 


Yachts falling in this category 
may be boarded by Coast Guard 
inspectors at any time. Failure to 
have on board the required life 
saving, fire extinguishing and sig- 
nal equipment can subject the 
owner to substantial fines. At the 
request of the owner to the nearest 
Coast Guard Auxiliary, a courtesy 
inspection can be obtained to ascer- 
tain if the craft is properly equipped 
in accordance with regulations and 
a sticker will be affixed to the vessel 
indicating Coast Guard approval. 

Because of the variation in cli- 
matic conditions in different parts 


of the United States, some yachts 
may navigate for 12 months of the 
year and, in the northern states, 
may have to be taken out of com- 
mission for from 4 to 7 months dur- 
ing the winter period. The method 
of rating yacht policies takes care 
of these variations in exposure. 
The rate for a yacht operating for 
the full year will obviously be 
higher than one that may navigate 
for six months, and is then taken 
out of commission and stored on 
shore or afloat for the balance of 
the year. In the latter case, the in- 
surance force while 
out of commission to cover such 
obvious perils as fire, windstorm, 
collapse of buildings or shoring, or 
other supports, and similar hazards. 

A yacht policy is unique from 
most other contracts in that it is a 
valued policy. The value of the 
vessel is agreed upon between the 
owner and the Company when the 
policy is issued. Thereafter, there is 
no problem of depreciation to be 
considered in the event of loss or 
damage. Repairs are performed on 
the basis of new for old, without 
deduction for the depreciation in 
value of the old parts. 

For those assureds who do not 
desire to purchase full Marine in- 
surance, most companies will sell 
a limited form covering the risk of 
fire only with, possibly, extensions 
to cover explosion and theft of the 
entire yacht. These limited cover- 


continues in 
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For those who can't fly, yachting is the next best way to find that solitude 
or sense of adventure or communion with nature so many of us seek 
but cannot find in the crush of modern living. While the pleasures 
of yachting are many, the seas and rivers are not always kind 
and gasoline can be violent when treated with disdain 


ages can also be written in con- ally involved, the ease of detaching 
junction with Protection and In-_ the motor from the boat, the mo- 
demnity and Medical Payments in- bility of the property, and other 
surance if desired. factors, outboard motor boats and 

Because of the lower value usu- outboard motors are usually writ- 
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ten on a slightly different form of 
policy. Outboard policies usually 
offer a choice of coverage between 
“All Risks” subject to certain ex- 
clusions and coverage 
Fire, Explosion, Theft and Trans- 
portation perils. Provision is usual 


a against 


ly included to insure the boat trail- 
er, if one is owned by the assured. 

If there has been any mystery in 
the mind of the reader, as to the 
knowledge needed to explore the 
premium producing possibilities of 
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yacht insurance, it is hoped that 
this brief explanation has demon- 
strated the basic simplicity of the 
coverage, and the similarity to 
many other more common types of 
insurance. 

This contract can be the means 
of an introduction to a new circle 
of prospective assureds. 

Perhaps even better, buy 
yacht and let natural enthusiasm 
be your salesman and the fresh aii 


a 


and relaxation, your doctor. 
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“I want some kind of insurance that will pay 
me for the ring I lost last Tuesday.” 





loued Decision 


V 


LXXV : 


VY 


ALAN GRELLER, LL.B. 


Liability to Unborn Child —In a suit 
brought on behalf of a child, the com- 
plaint alleged that while the child 
was in his mother’s womb during th« 
ninth month of her pregnancy, he sus- 
tained, through the negligence of the 
defendant, such serious injuries that 
he came into this world permanently 
maimed and disabled. The defendant 
moved to dismiss the complaint, tak- 
ing the position that the allegations, 
though true, gave the child no right 
to recover damages in the courts. The 
lower court granted the motion and 
dismissed the suit, but the Court of 
Appeals held that the complaint stated 
a good cause of action and reversed 
the judgment. (Woods v. Lancet (New 
York 1951) 102 N.E. 2d. 691.) 
cea 

Liability of Storekeeper—As a woman 
was passing in front of a drug store 
on a windy day, the plate glass in 
part of the store window fell out and 
shattered on the sidewalk beside her, 
inflicting serious cuts on her feet and 
legs. She brought suit against both 
the drug store owner and the build- 
ing owner. Although the defendants 


claimed that the accident was caused 
by the high winds and not by their 
negligence, the jury returned a ver- 
dict for $8,687.15 in the injured 
woman’s favor and against the store. 
The appellate court affirmed the judg- 
ment. (Young v. Marlas (Iowa 1952) 
51 N.W. 2d. 448.) 
,.# #9 

Liability of Landowner—A father and 
son employed a pilot to dust their 
cotton crop by plane to rid the cotton 
field of boll weevils. As a result of the 
dusting operation an adjoining land- 
owner's bees and honey were de- 
stroyed by the poisonous substance 
used in the dusting. The damaged 
landowner sued the landowners who 
had ordered the dusting and the jury 
returned a verdict for $1,250.00 
against them and for $250.00 against 
the pilot. The appellate court affirmed 
the judgment, holding that even though 
the pilot was an independent con- 
tractor, the father and son were liable 
for his negligence because an inher- 
ently dangerous substance was used. 
(McKennon v. Jones (Arkansas 1951) 
244 S.W. 2d. 138.) 
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A spectacular derailment near San Antonio, Texas, piles thirty-one freight cars 

within city limits causing one million dollars damage. No one was injured. 
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FIRE 


Thousands of old tires bur 
plastics and rubber plant of 
cago South Side firm. The in 
heat drove 100 persons from 


homes 





MOTOR VEHICLE 


of c high school bus in 
bus, Ohio, injured more than 
the 60 passengers, several 
ly. The driver lost control, 


the tree. 


The Casualty & 


Surety Journal 


This crane, hoisting heavy structural steel for a Knoxville, Tenn., radio station's 
new auditorium, collapsed and pinned a carpenter atop the structure, killing him. 


* 











Prepared exclusively for TAE CASUALTY AND SURETY JOURNAL by H. T. Elmo 


THE First CASUALTY insuR- 
ANCE IN THE L.S.A.WAS SOLD 
IN 1863,.DUIRING THE PERIOD 
WHEN RAILROADS WERE OPENING 
LIP NEW FRONTIERS THROUGHOUT 

THE NATION ! 





ACK IN 3,000 B C. HE HINESE 
SHARED RISKS BY DISTRIBUTING 
THEIR CARGOES AMONG MANY 
BOATS...BEFORE APPROACHING THE 
DANGEROUS YANGTZE RINER RAPIDS! 

THE SAME PRINCIPLE OF “SHARING 
THE RISK’ UNDERLIES MODERN 
INSURSENCE? 








AdwromosiLe PERSONAL IN- 
JURY COVERAGE WAS INTRODUCED 
IN189S8! “THE MARKET WAS 
LIMITED, AS ONLY 200 AUTO- 
WEST COAST WOMAN MOBILES WERE MANUFACTURED 


BECALISE HE INSISTED ON DOING 
ALL THE HOUSEWORK : y 
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To THE PUBLIC , WHEN CLOUDS ARE 
LFARE, NON 

WAS MORE < SEEN, WISE MEN 

VALUABLE THAN SS \ PUT ON THEIR 

a. CL OAKS ' 

AGAINST 1» » : i \Q (SHAKESPEARE 


FIRES ? 








Our carelessness is a national tragedy! 


« 


_ 


The country’s loss in accidental deaths, injuries and 


national wealth for only one year is awesome 


The Association’s general manager notes that some 


areas show progress but calls for total effort on a 


total scale 


The Cost of Carelessness 


HAT IF I WERE TO Say that 
W i. 1953, Communist sabo 
teurs were responsible for the death 
of some 95,000 Americans, injury 
to 9,600,000 others and a total eco- 
nomic loss to this country of $9,- 
700,000,000? Tomorrow my name 
and this statement would be on 
page one of every newspaper in the 
country. Editorialists, commenta- 
tors, civic groups would be clamor- 
ing for action. Every enforcement 
agency of the government would 
be on a 24 hour basis to put an end 
to the menace. 

The tragedy is that in 1953 we 
did lose 95,000 lives; we did suffer 
injury to befall 9,600,000 other per- 
sons; we did permit $9,700,000,000 
in our national wealth to go down 
the drain, not through enemy sabo- 
tage but through our own sheer in- 
difference and carelessness. 

Yet this loss and destruction, this 
self-sabotage, is not any the less 
catastrophic to this nation than if 
enemy agents had penetrated the 


By J. DEWEY DORSETT 


vitals of our national economy and 
put the bomb to it. 

Let me translate these cost fig- 
ures. In terms of national defense, 
we lost the equivalent of more than 
100 fully equipped infantry di- 
visions, or 33 armored divisions. 
At present we have only 18 
active divisions of all types. We 
lost more than the equivalent of 
100 aircraft carriers of the 45,000- 
ton Midway class, the largest in 
commission today. If you think in 
terms of airpower, it has cost us 
2,700 B-36 heavy bombers, the in- 
tercontinental giants we have de- 
veloped to carry atomic destruction 
to the heart of the enemy if battle 
should be forced on us. We lost, if 
you please, far over the cost of 
equipping our entire Strategic Air 
Command, including all aircraft 
and bases. 

Or to use this figure, $9,700,000,- 
000, in terms of what it could have 
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provided us and our families at 
home. A four lane highway, for ex- 
ample, stretching some 36,400 miles 
or roughly fourteen and a half 
times the distance between Port- 
land, Maine, and Portland, Oregon. 
With this money we could have 
built nearly 1,300 hospitals, each 
equipped with 500 beds. It would 
have given this country some 7,500 
new schools for 7,500,000 young- 
sters. 

Yet, when we hear these figures 
of accident losses to the United 
States there is scarcely a ripple of 
interest. Does it mean nothing to 
us that our accidental death rate, 
according to recent statistics, is the 
highest of 31 countries, some of 


them as heavily industrialized as 
ours? 


I have been considering what 
might have been—the things we 
could have had for this money we 
blew. That’s only half the story. 
This $9,700,000,000 isn’t a slice of 
fiscal pie-in-the-sky. It had to come 
from somewhere and, since it did, 
somebody had to pay for it. It did 
come from somewhere—from our 
own pocketbooks; and somebody 
did pay for it—all of us in these 
United States. 
woman and child in this country 
over $60 each to pay for these ac- 
cidents. It came out of the prices 
for the goods they bought, the in- 
surance they paid, medicines, hos- 
pital bills, wages. 


It cost every man, 


March 


If I seem, incidentally, to be be- 
laboring the economic cost of ac- 
cidents with what might seem to be 
a callous disregard of the human 
cost, let me simply state that no 
words of mine can convey the enor- 
mity of the personal tragedies en- 
acted each day in the homes of 
America—the death that is taking 
place every six minutes, or the in- 
jury every three seconds. There is 
enough that could be said on the 
waste of American lives to fill vol- 
umes but those figures speak with 
solemn eloquence for themselves, 
and I want to confine my state- 
ments here to a few pertinent points 
that too often are overlooked. 

For the American businessman, 
the direct and immediate loss to 
him from accidents turns up in his 
production costs. A few months ago 
I ran across a statement by an 
American executive in which he 
described the workings of this coun- 
try’s free enterprise system for the 
benefit of an international business 
and labor conference. Instead of 
deciding how much a product costs 
and then putting a price on it, 
American industry, he said, has 
grown by deciding on a price at 
which a large volume of output can 
be sold and then cutting costs so 
that it can make a profit. In other 
words, profits are made by the 
highest turnover at the lowest pos- 
sible cost per item. 

Suppose we have a look at what 
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some of the margins of profit are 
for certain American industries. As 
compiled last Spring by the Na- 
tional City Bank of New York, a 
study of 1,781 manufacturing com- 
panies with a total profit in sales of 
$8,800,000,000 during 1953 showed 
an average profit margin of 5.3 
cents per dollar of sales. 

In terms of these margins, our 
95,000 dead, the 9,600,000 injured, 
the loss of $9,700,000,000 represent 
very tangible items of added ex- 
pense to business. Or to put it an- 
they represent very 
They 


other 
tangible 


way, 


losses in profits. 


show up in reduced purchasing 
power; in trained personnel put out 
of operation temporarily or perma- 


nently; in higher insurance rates 
and compensation; repair or re- 
placement of equipment; damaged 
goods, slower production, overtime, 
delayed delivery schedules. 

If we break down this $9,700,- 
000,000 as the cost of accidents 
during 1953, it goes as follows; 
Wage losses totalled $3,300,000,- 
000,—representing temporary in- 
ability to work; lower wages after 
returning to work due to permanent 
impairment; future earnings of 
those incapable of working again 
and so on. In large degree this 
meant lower purchasing power. It 
meant also the cost of replacing 
these wage earners, frequently with 
men less experienced and hence 
costing time and money to train. 
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Medical and hospital expenses 
came to another $700,000,000. In- 
surance overhead costs, which did 
not include claims paid, came to 
$1,700,000,000. Property damage 
in motor vehicle accidents and loss 
in fire added another $2,465,000,- 
000 to the total. The so-called “in- 
direct” work accidents 


costs of 
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come to another $1,500,000,000. 
I shall return to these “indirect” 
costs a little later. 

These losses came about in a 
variety of ways. Motor vehicle ac- 
cidents led the disaster march with 
38,300 dead and some 1,350,000 
injured. The price for this alone 
came to $4,300,000,000. Second on 
the list were home accidents with 
29,000 dead and approximately 
4,350,000 disabling injuries. The 
cost came to $750,000,000. Public 
accidents of the non-motor-vehicle 
type caused 16,000 deaths and 
some 2,000,000 injuries. The cost 
here also was about $700,000,000. 
Finally, accidents at work produced 
15,000 dead and another 2,000,000 


injured. The price for this—approx- 
imately $3,150,000,000. 


INDIRECT Costs 


These are the totals but they still 
do not count the full toll to busi- 
ness. Let us take that figure I re- 
ferred to, $3,150,000,000 for losses 
through work accidents. Included 
in this staggering sum are those 
“indirect” costs I mentioned earlier 
—indirect that is to everybody but 
the businessman because they in- 
clude idle or damaged machinery 
or material, interrupted production 
schedules, higher inventories due 
to delays in shipment. 

Let’s go further into this matter 
of losses to business through acci- 
dents. In 1953, the time lost through 
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accidents on the job amounted to 
250,000,000 man days. Strangely 
enough, the time lost by the injured 
workers themselves only amounted 
to slightly more than one fifth of 
all the man days lost. But time lost 
by other workers as a result of 
these accidents came to a total of 
205,000,000 man days. Incredible, 
but nevertheless true. It involved 
slow downs due to temporary re- 
duction in efficiency from persons 
who were witnesses to a serious 
accident; suspension of work due 
to damaged equipment; time re- 
quired to replace damaged pro- 
ducts, machinery and _ structures. 
Think back in your own experience 
to the upsets to production when 
a serious accident occurred. How 
quickly thereafter was work re- 
sumed at the normal pace? Not 
only were dollars lost but time as 
well, which in business amounts to 
the same thing. 

Now these are effects that all of 
us readily can understand. But 
what does it mean to us as busi- 
nessmen, if the accident occurred 
elsewhere—on the road, at home, in 
a public place? The worker lost in 
an accident miles away from the 
factory is as much a loss to a busi- 
ness as if it had happened at the 
work bench. A while back I men- 
tioned 15,000 working fatalities in 
the past year. Well, the number of 
workers killed outside the factory 
amounted to 32,000 over double 
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lhe tragedy is that in 1953 we did lose 95,000 lives; we did suffer injury 
to befall 9,600,000 other persons; we did permit $9,700,000,000 in 
our national wealth to go down the drain, not through enemy 
sabotage but through our own sheer indifference and care- 


lessness. Yet this self-sabotage is .. . 


the number killed on the job. This 
adds up to a staggering 47,000 
workers killed on and off the job. 
The same percentage figures in the 
total injuries suffered—2,500,000 in 


catastrophic 


off-the-job accidents or half a mil 
lion more than occurred at work. 
The total number of workers suf- 
fering disabling injuries on and off 
the job was 4,500,000. These peo- 





40 THE CASUALTY AND SURETY JOURNAL 


ple had to be replaced, perma- 
nently or temporari!y, by less skilled 
workers or machinery would lie 
idle; overtime frequently had to be 
paid to make up for delayed sched- 
ules; there might have been spoil- 
age due to inexperienced person- 
nel. And even if the byproducts of 
a factory accident are missing— 
damaged machinery and the like— 
this is balanced by the great num- 
ber of workers absent because of 
injuries suffered elsewhere. What a 
staggering waste and loss to the 
national economy. 


ACCIDENT HAZARDS 


None of these accidents that I 
am speaking of are in the realm of 
imponderables. We know that there 
are events in the span of human 
life which few can foresee and 
fewer forestall—hazards of God and 
nature—tornadoes, hurricanes, earth- 
quakes, floods. But these hazards I 
am talking about lie within man’s 
hand and wit to control—the car 
hurtling down the road at 70 mph, 
the grease-caked floor, the unguard- 
ed lever, the defective tool or 
light switch. These are the products 
of carelessness, the tell-tale sign- 
posts to future accident and loss. 
But because they are caused by 
man they can be controlled by man. 

For example, in textiles, a com- 
parison in the rate of injuries be- 
tween the years 1941 and 1952 
shows a 37.5 percent decrease; in 


March 


electrical equipment, a 41.7 per- 
cent decrease; in leather, 22.6 per- 
cent; in machinery 20.6 percent; 
in pulp and paper, 42.3 percent; 
in wood products, 27.4. In other 
words, there already has been re- 
duction in accident frequency rates 
but it still is not enough—not en- 
ough by far. The battle against ac- 
cidents is never ending, if only for 
the reason that we are dealing with 
a dynamic, continually changing 
picture. Every succeeding year sees 
new products released, more cars 
on the road, new homes built, 
young people ready to take their 
places in business and industry. 
We are in a constant race with 
time and progress. If we stand still 
we fall back. If we maintain our 
present progress we merely stand 
still. So we must go forward, on an 
ever broadening scale or 1953's 
$9,700,000,000 may look small by 
comparison 10 years from now. 
Any week I can call any one of 
the more than 100 member com- 
panies of our Association and hear 
of new instances where manufac- 
turers have cut costs and increased 
production through a few simple 
accident prevention steps. There is 
the case I heard of recently of a 
New England machine shop acces- 
sory company manufacturing dies, 
jigs and fixtures. It had some 200 
employees, highly skilled and high- 
ly paid, and was operating at a fair 
rate of profit. Due to the nature of 
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the product, moreover, there were 
frequent numbers of rush orders, 
usually with a substantial bonus for 
prompt delivery. 


No SAFETY PROGRAM 


This company was, of course, in- 
sured for its type of operation and 
paid an annual premium of $19,- 
000. But when the insurance en- 
gineer paid his first call on the 
company he found no safety pro- 
gram. There was a continuing rate 
of accidents which generally dis- 
counted the bonuses which could 
be earned on rush orders. The 
losses on bonuses, moreover, were 
paralleled by losses of skilled per- 
sonnel, broken tools and spoiled 
materials as well as a naturally 
higher insurance premium. 

The insurance engineer received 
permission to set up a full accident 
prevention program—plant inspec- 
tion, accident investigation, a safe- 
ty committee and so on. In going 
over past injuries, the engineer 
found that they fell into two types 
—foreign particles getting into the 
workers’ eyes, and injured toes from 
falling objects. These accidents, in- 
cidentally, had been responsible for 
the loss of most bonuses. Steps im- 
mediately were taken to provide 
goggles and to insist on their being 
worn in all hazardous exposures. 
Opportunity also was provided for 
«workers to buy hard-toed shoes. 

In three years of full manage- 
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ment cooperation with this pro- 


gram, the insurance premium 


dropped below $15,000. An addi- 
tional $3,200 was realized on bo- 
nuses and savings in improved pro- 
duction were estimated at several 
thousand more. The cost of goggles, 
setting up a safety shoes sales room 


and a few machine guards amoun- 
ted to $5,300 for the three years. 
In that same period, the company 
estimated that it had earned rough- 
ly a profit of $20,000, more than 
the annual insurance premium they 
had previously paid. 


ACCIDENT REDUCTION 


One of the greatest means of 
cutting our costs is through the re- 
duction of accidents. That is why, 
apart from humanitarian reasons. 
the insurance business is spending 
over $20,000,000 a year in industry 
alone to root out the causes of 
deaths and injuries in factories and 
places of employment. Our Asso- 
ciation itself has made grants, over 
the past decade or more, to other 
safety organizations of various types 
totalling more than $1,250,000 in 
addition to the $1,500,000 spent to 
support the work of our own Ac- 
cident Prevention Department. 

So it is a matter of some pride 
to us that despite much greater 
benefits that have been written into 
most state workman’s compensation 
laws, the national decrease in rates 
has averaged 36 percent below the 





42 THE CASUALTY AND SURETY JOURNAL 


pre-war level on the basis of the 
same benefits to workers then pre- 
vailing. Even when you take into 
account the fact that in 1953, com- 
pensation benefits payable to work- 
ers were approximately 36 percent 
higher than before the war, the 
nation-wide average rate still was 
13 percent below the pre-war level. 
And this, at a time when the cost 
of most everything else you can 
think of has been going up. 


COOPERATIVE EFFOR1 


But it would be false pride in- 
deed, if we did not recognize the 
fact that these rates could only 
have been lowered through the co- 
operative safety efforts of all of us 
working together—management, in- 
companies, government 
and the employees themselves. 

Here, then is the nub of the 
problem and the heart of the solu- 


surance 


tion. If by cooperating we have 


been able to cut accidents in the 
factory, why can’t they be reduced 
in the home, on the road or any- 
where else? Why should motor 
vehicle fatalities be far more than 
double the number of industry fa- 
talities? Why should we permit 
4,350,000 injuries to occur in the 
home, again well more than double 
the number of injuries at work? Is 
a loose stair carpet any less perilous 

or preventable—than an unguard- 
ed lever? We can no more shrug 


these hazards off than we can the 
hazards of the work bench because 
in greater or lesser degree they 
affect us all. 

If there is a parallel in the prob 
lem there is a parallel in the solu- 
tion. Accidents at work have been 
reduced because first, they are rec- 
ognized as a direct threat to effici- 
ent and profitable business opera 
tions. They have been reduced be- 
cause the causes are being isolated 
and preventive programs planned. 
And once planned, these programs 
are being acted on. And finally, ac- 
cidents in work are beginning to 
be controlled more and more be- 
cause business has recognized the 
simple fact that safety programs 
cannot be sporadic or one shot 
affairs but must be made an in- 
tegral, continuing part of manage- 
ment itself. 

Here, I suggest is the solution to 
these other, equally disastrous, ac- 
cident categories. We know what 
the menace is. We have isolated 
many of its causes. We even have 
developed programs of action to 
control or eliminate them. Where 
we have fallen down badly has 
been on the follow through. 

Surely this self-sabotage, this in- 
credible draining away of our hu- 
man and physical resources is cap 
able of correction. 

What we need now 
effort on a total scale. 


is a total 





Accident and Health insurance is under attack! 


One of the most persistently recurring criticisms has 


to do with the “fine print’ in its policies 


This charge is not only unfounded but it is unfair 


to an industry now protecting 100 million people 


Mountain or Mole Hill? 


NE OF THE FAVORITE and most 
O reiterated criticisms against 
accident and health insurance is 
the “fine print” in its policies. It 


recurs with the stubborn per- 


sistency of a garden weed. Whence 
its source no one knows, although 


it must have been around at least 
a half century ago since state laws 
have dealt with the subject since 
that time. In any instance, by this 
late date it appears to have become 
traditional. 

The charge of “fine print” never 
ceases to amaze—sometimes to 
amuse, at other times to aggra- 
vate—those familiar with accident 
and health insurance. The fact is, 
it is untrue. But nonetheless it con- 
tinues unabashed and unabated. 

Being an unfounded charge, the 
instances of its use on a national 
scale, in important places, and by 
responsible persons is nothing less 
than astonishing. It should prove 
of interest, therefore, to review 
some recent outstanding instances 
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of the use of this criticism, to 
then examine the facts, and then 
go on to note the seriousness ol 
the implications inherent in such 
false criticism. 

In September, 1953 a national 
magazine with wide circulation 
carried an article which was very 
critical of accident and health in- 
surance. In the article the author 
said, “Amos and Andy described 
the operation neatly: “The big 
print gives it to you and the little 
print takes it away ”. It is of in- 
terest that when one of the maga- 
zine’s research staff asked me to 
review the manuscript of the arti 
cle I, among other things, pointed! 
out that this statement was false 
and was contrary to law and gave 
the researcher the law and told her 
she could easily check my state- 
ments with any of the state Insur- 
ance Commissioners. Despite this, 
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the magazine not only used the 
with the 
cluded but ran a colored banner 
the top of the title of the 
article reading “The big print gives 
it to you and the little print takes 


article misstatement in- 


Ovel 


it away. It is of further interest 
that the 


also the 


author of the article is 
author of 


volume work on insurance law. 


a twenty-five 


SAME MISSTATEMENT 


Three months later another na 
tional magazine ran an article on 
accident and health insurance using 
the same misstatement: “Frequent- 
ly their policies have hidden jokers 
or misleading they 
take away in the small type what 


promises or 


they give you in large type.” Amos 
and Andy are not quoted here as 
source. By 
fact has be- 


the authoritative now 
the misstatement of 
come a statement of fact. 

Other still more recent and cer- 
tainly just as important instances 
are readily evident. The misstate- 
ment has appeared in other maga- 
zines and in important newspapers 
throughout the country. It has 
appeared in pamphlets printed by 
medical societies aimed at assisting 
people in the purchase of insur- 
ance protection. It has been made 
with respect to Congressional hear- 
ings on such legislation as the pres- 
ent administration’s reinsurance bill. 
It has been made by newspapers 
in reporting the action of the Fed- 
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Trade Commission against 


writers of 


eral 
certain 
health insurance. It was made in 
the course of a nation-wide tele 
vision panel discussion in which | 


accident and 


happened to be one of the panel 
ists. And very recently it appeared 
editorial of an important 
major city newspapers. 

Now, briefly, what are the facts 
Since 1912 it has been a statutory 
requirement in the vast majority of 
the states that the size of type in 
accident and health policies shall 
not be less than ten point. More 
recently the Uniform Individual 
Accident and Sickness Policy Pro- 
visions Law recommended by the 
National Association of Insurance 
Commissioners in 1950, and since 
enacted in the vast majority of the 
states, requires that policies of ac- 
cident and health insurance be 
“plainly printed in light-faced type 
the size of which shall be uniform 
and not less than 10 point.” The 
law further that “the 
style, arrangement and over-all ap- 
pearance of the policy give no 
undue prominence to any portion 
of the text.” Hence a policy which 
“gives it to you in the big print 
and takes it away from you in the 
little print” is clearly prohibited by 
law. 

Now how big is “10 point type” 
and what does this legal require- 
ment mean, comparatively, to the 
policyholder? The size of type in- 


in an 


° 


requires 
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creases as its numerical indicator 
increases. Hence 10 point type is 
larger than 5 point type. A daily 
newspaper is customarily printed 
in 7 or 8 point type. The telephone 
directory is printed in 6 point type. 
You are now reading 9 point type. 
Leases and mortgages generally 
range from 4 to 10 point type. The 
U. S. Income Tax Form 1040 and 
Instructions are printed in 6, 8 and 
10 point type. The U. S. Induction 
Order (Draft Notice) is similarly 
printed. A U. S. Government Do- 
mestic Money Order is printed in 
6 point on the face and 8 point on 
the back. The Congressional Rec- 
ord is printed in 7% point type with 
extracts being printed in 6% point 
type. The two magazines previously 
referred to as having printed this 
criticism are printed in 10 and 8 
point type respectively. It is clear, 
then, that the type size used in 
accident and health policies is as 
large or larger than the size of 
type used in printed matter which 
the public reads daily, which the 
public is required by law to read, 
and by the very journals printing 
the criticism. 

I might well be asked at this 
point whether I am not making a 
mountain out of a mole hill. I do 
not think so, Certainly with a sense 
of humor one can be mildly enter- 
tained by the incidents mentioned 
here. But the import and the im- 
pact of these occurrences is serious. 
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There are over-tones of some 
marked significance. 

To begin with, accident and 
health insurance is no mole hill. 
When one examines the premium 
volume figures of recent years and 
couples these with the rate of 
growth in those same years it be- 
comes rather apparent that acci- 


J. F. Follmann, Jr. 


(The above is 10 point type) 
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Mr. Follmann is general manager of 
the Bureau of Personal Accident 
and Health Underwriters. He was 
with the Pennsylvania Insurance De- 
partment for several years as a 


policy analyst. 
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dent and health insurance has 
come to be much more of the 
mountainous than the mole hill 
variety. Today accident and health 
insurance is a business with some 
two and one-half billion dollars 
in premium income yearly. This 
amount increased about 20% last 
year and has increased some 500% 
over the past decade. This is big 
business. And it is a still growing 
business, 

But in themselves these are cold 
figures. Transposing them into 
more meaningful terms what do 
we find? What relationship do 
these figures bear to the national 
economy and to that extremely im- 
portant factor to all of us, the per- 
sonal economy? 


VOLUNTARY CHOICE 


They mean first, that over two and 
one-half billion dollars are being 
stored up yearly by or on behalf of 
over 100,000,000 of the American 
people as a source of protection 
against the financial losses resulting 
from accident and sickness. In so 
doing these people are voluntarily 
choosing a private insurance mech- 
anism as the means of protecting 
themselves against serious financial 
loss. This money paid in premiums 
is, in turn, invested in American 
enterprise, thus serving to further 
develop our economy. It brings 
about the increasing employment 
of thousands of persons. It enables 
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businesses, large or small, to pro- 
tect themselves against the loss of 
key personnel. It enhances the ex- 
tension of personal credit. It means 
that hospitals might be more readi- 
ly assured of payment by the pa- 
tient. This same is true of the 
doctor—and is equally true of the 
butcher, the baker, and the candle- 
stick maker. 

But most important is what the 
storing up of these funds means 
to the individual policyholder. Sick- 
ness or accident of any conse- 
quence means either that the per- 
son suffering such loss will have 
to pay for the cost of whatever 
medical treatment is required, will 
suffer loss of his earned income, 
or, in many instances, both. Where 
these losses are sudden and size- 
able they place a sore test on most 
family budgets. This is particularly 
true today when our tax structure 
makes it increasingly difficult to 
“put away for the rainy day.” The 
existence of insurance protection 
eases this strain and can serve to 
avoid the creation of serious debts 
with all their unfortunate conse- 
quences. This, in its turn, is a 
direct and important aid in main- 
taining the sense of economic in- 
dependence and dignity of the in- 
dividual. 

I mention this to indicate basi- 
cally one thing: that accident and 
health insurance concerns people— 
and that it is important to people, 
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Over two and one-half billion dollars are being stored up yearly by or 
on behalf of over 100,000,000 of the American people as a source 
of protection against the financial losses resulting from acci- 
dent and sickness. In so doing these people are volun- 
tarily choosing a private insurance mechanism 


to their independence and their 
sense of well being. 

Another reason these criticisms 
assume importance is that the 
socio-political aspects of accident 


and health insurance are matters 
of paramount importance today. 
Not alone does this just affect those 
of us intimately concerned with 
the business of insurance. It is of 


48 THE CASUALTY AND SURETY JOURNAL 


importance to economists, sociolo- 
gists, those in public office, the 
medical and related professions, 
and many others. 

What are some examples of these 
socio-political aspects? A few will 
suffice to illustrate. President Eis- 
enhower’s State of the Union mes- 
sage to the Congress in 1954 and 
again in 1955 was an example. So 
also is the administration’s pro- 
posed reinsurance bill, the Health 
Service Prepayment Plan Reinsur- 
ance Act. Other considerations of 
the Congress provide further evi- 
dence: amendments to the Hill- 
Burton Act, the new Internal Reve- 
nue Code, amendments to the 
OASI act, and a proposal ‘to pro- 
vide group coverage for Federal 
employees. Still further examples 
are found in the several and costly 
studies by the Commission on Fi- 
nancing Hospital Care and the 
Health Information Foundation. 


Basic CONCERNS 


The basic concern of all these 
developments might generally be 
considered the same. They are all 
concerned with the subject of the 
health of the nation and the finan- 
cial loss resulting from accident 
and sickness. To state this another 
way, it is a concern over the health 
needs of the people of the United 
States, these needs are fi- 
nanced, the means used in paying 
for health care, and the relation of 


how 
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the insurance mechanism to the 
entire subject. The purpose section 
of the proposed reinsurance bill 
previously mentioned is perhaps 
indicative: “to encourage and stim- 
ulate private initiative in making 
and comprehensive health 
generally accessible on 
reasonable terms, through ade- 
quate health service prepayment 
plans, to the maximum number of 


good 
services 


” 


people. 

These socio-political aspects pre- 
sent, in their turn, many problems 
relatively new to the business of 
insurance. They are a distinct chal- 
lenge to the insurance mechanism. 
No longer can this mechanism be 
looked upon, if it ever was, with 


simply, as important as this is, the 
impersonal calculation of a finan- 
cial transaction to be entered into 
or not as one sees fit. Instead self 
examination is called for in deter- 
mining, both by the company and 
the agent, whether or not accident 


and health insurance should be 
written at all and if so on what 
basis. Criticisms appearing in the 
public press have served, unfortu- 
nately, to dissuade some reputable 
companies and agents from writing 
accident and health insurance. 
The socio-political aspects fur- 
thermore demand that every effort 
be extended to improving the in- 
surance mechanism wherever pos- 
sible. Insuring the over-aged seg- 
ment of the population, the sub- 
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standard risk, those living in the 
more rural areas—and even the 
chronically ill, the temporarily un- 
employed—the indigent who do 
not have the “purse to pay’—all 
require the earnest study of those 
charged with the responsibility of 
accident and health insurance. The 
day when one said “It can’t be 
done,” or “I don’t choose to do it” 
is, in itself, past. Today the mech- 
anism must be closely examined to 
determine just how great it really 
is, what are its potentials, and 
what it really can do if we “set 
our minds to it.” 

Progress is being made. The 
field has been rich with develop- 
ment since the conclusion of World 
War II. Naturally it is cautious in 
the interest of soundness. Where 
moves have been made they cannot 
yet be proven. Yet it is axiomatic 
that only those based on sound 
insurance concepts will prove to be 
of real value. The insurance busi- 
ness has, perhaps, been caught off 
guard with respect to these mush- 
rooming developments. Companies, 
agencies, and associations find 
themselves inadequately staffed to 
cope with the many and rapid de- 
velopments. Responsibilities have 
to be re-allocated. Thought habits 
and processes have to be readjust- 
ed, Concepts have to be altered. 
But it is going on—daily. And re- 
sults are being obtained. 

Very well. But what has this to 
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do with fine print? Simply this, I 
believe. If there is some semblance 
of truth in the facts stated here, if 
the premises are reasonably cor- 
rect, if the inherent logic is not in- 
valid, and if we might assume that 
people in responsible places are 
sincere in their over-all approach 
to the matters of concern to them 
and to others, then it is serious 
business, of proportions somewhat 
greater than a mole hill, when the 
public confidence, clearly  dis- 
played in its voluntary purchase of 
insurance, is given cause for ques- 
tion or doubt, is undermined, or 
shattered or destroyed. The de- 
gree of damage is not germane 
since degrees of destruction flow 
easily and readily from one to the 
other. 

The free press of America is a 
great and fine institution. So also 
is the public forum to which we 
are all both accustomed and priv- 
ileged as our heritage. But one is 
forced to wonder whether a sorry 
blow is not dealt these great in- 
stitutions whenever any matter of 
importance is attacked on the basis 
of a disregard for the facts or 
where distortion occurs through 
half truths or innuendo, It can be 
wondered what public good can 
be expected to flow from such ap- 
proach. The harm, in damaging 
public confidence in earnest en- 
deavors and sound institutions, can 
be appreciable. 
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There appears, as a matter of 
interest, no logical accounting for 
this sudden burst of national pub- 
licity respecting accident and health 
insurance except in part as may 
be accounted for by its growth and 
by its socio-political importance. 
Any remaining explanation would 
reasonably appear to be happen- 
stance. Certainly there are ele- 
ments in the accident and health 
business, as there are in most busi- 


nesses, which are not above re- 


proach. This, I believe, is recog- 
nized by everyone. The state in- 
surance commissioners can and do 
cope with them constantly. The 
industry also has taken a realistic 


view with the establishment of 
codes of practices. But there is 
nothing in the picture either in 
time or size, which would seem 
to sufficiently explain the sudden 
and broad criticism of the business. 


Pusiic RELATIONS 


It might be noted, in the inter- 
est of completeness, that while 
this adverse publicity has had 
noticeable effect on public officials 
and leaders of public opinion, it 
has not appeared to date, except 
in extremely isolated instances, to 
have affected the reaction of the 
insuring public to accident and 
health insurance. Cancellations by 
the policyholder, which might well 
have been expected, have been 


rare. Company agency departments 
do not report any noticeable in- 
crease in sales resistance. To the 
contrary, the business has con- 
tinued its recent growth without 
wavering and agency forces of 
reputable companies appear to 
have been able to place the pub- 
licity, adverse or not, to good 
use, 

Criticism is not new to accident 
and health insurance. The present 
rising tide and sweeping scope of 
criticism, however, cannot be easily 
ignored. It is readily apparent 
that these criticisms, valid or not, 
justified or not, can be productive 
of detrimental results not only 
through legislative action at the 
state or federal level, but, much 
more important, through the de- 
terioration of public good will or a 
shattering of public confidence in 
this important form of insurance. 
The fact that these criticisms are 
directed principally at accident and 
health insurance sold on an indi- 
vidual policy basis, or at mail order 
insurance, or at a bare minority 
of the companies in the business, 
or whatever does not alter the fact 
that a successful attack on 
segment of a business can bring 
serious consequences not only to 
the entire business of accident and 
health insurance, but, in the last 
analysis, to the entire business of 


one 


insurance. 





Usable Ideas for Today 


SMALL BUSINESSMAN 


The small businessman often feels 
that he cannot afford various kinds of 
insurance, but it’s your job as his agent 
to point out to him that he cannot 
afford not to have certain policies— 
that his business does not have the 
reserves to meet a major, or in some 
cases even a minor, emergency. 

If you have any small businessmen 
on your list of assureds, check their 
insurance programs carefully to be 
certain they have at least the follow- 
ing five general classes of protection: 


(1) Property insurance—protec- 
tion against loss of property by fire, 
windstorm, explosion, falling air- 
craft, riot, and many other perils. 

(2) Business Interruption insur- 
ance — protection against loss of 
earnings from an interruption caused 
by damage or destruction of physi- 
cal property. 

(3) Fidelity and Surety bonds— 
protection against loss due to dis- 
honesty of employes or to failure to 
fulfill certain types of obligations. 

(4) Workmen's compensation in- 
surance—providing for payment of 


compensation benefits, as estab- 
lished by law, to injured employes. 

(5) Liability insurance —protec- 
tion against loss arising out of legal 
liability for injury or damage to the 
persons or property of others caused 
by negligence. 

Point out what could happen to the 
small businessman who is without 
these coverages. He probably hasn’t 
thought much about insurance—it’s 
your job to see that he does. 

—The Local Agent 
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LocaL PHoTos 
An interesting window display was 
created by an agent who rounded up 
group photographs of the high school 
football teams during the past 25 years. 
Nearly everyone in town stopped to 
take a look at the pictures. 
—The Marylander 


ce 

ARGUMENT ANSWERS 
You might lose a sale by not listen- 
ing. There is a school of thought which 
says you should beat down arguments 
before they start. Might work all right 
selling one-shot things like vacuum- 
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cleaners, sets of books or brushes. In 
insurance, however, the client wants 
to think it out step by step. If you 
crowd him too much you get the eva- 
sive “I'll think it over.” Help him do 
his thinking now by listening to and 
answering his arguments. You are 
more likely to make the sale, you 
leave him feeling he bought it, and 
set up in his mind a feeling of con- 
fidence in your sincerity which will 
make him a repeat customer. 
—General’s Review 
,.¢ F 
Girt INSURANCE 

Have you ever heard a prospect say 
he “gave” his insurance to a compet- 
ing agent, or to a worthy friend, or to a 
relative? When anyone says he “gave” 
his insurance to someone, he provides 
you with an opening to do some real 
selling. 

The word “gave” indicates that your 
prospect feels he has not received any- 
thing in return for his money. To him, 
the “giving” of his insurance was like 
handing a dime to a beggar. He does 
not feel the insurance is entrusted to 
a competent insurance specialist. 

If the person “taking” the insurance 
had given the time to analyze the cus- 
tomer’s needs, to explain the policy, 
and to make sure the customer knew 
what he was getting for his money, 
the customer would then feel he had 
made an intelligent purchase, not that 
he had bestowed a benevolent gift. 

—Cravens, Dargan Review 
7 7 7 
Orrice Costs 

Office costs are often the difference 
between a profitable and an unprofit- 
able agency operation. Efficient help 
and modern equipment are important 
and necessary. But if you have a one- 
man-and-a-girl agency, when a girl 
decides to quit, as most of them do 
sooner or later, you are up against it 
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right away. So there are a few prin- 
ciples that you should always bear in 
mind, Extra care all down the line 
will save time, particularly in prepar- 
ing dailies, endorsements, and in can- 
celling policies. Every calculation 
should be checked by refiguring rates 
and premiums, return premiums, com- 
missions, etc. Whenever you have an 
unusual situation send along an ex- 
planation telling just why you have 
done what you have done. Some un- 
derwriters think they are mindreaders, 
but they all read clear typing and 
handwriting better. Keep your manual 
up to date. Know your rules. Get up 
to date on changes immediately. Keep 
up to date on your supplies. Destroy 
obsolete forms at once, If you want a 
record of old forms keep a scrap book 
clearly indicating under each when it 
went out of date. Don’t guess. When 
in doubt get in touch with a company 
man, the checking office or whoever. 
Haste makes waste. 

All this goes for office employes as 
well as for agents, and, it should be 
said, for agents as well as office em- 
ployes. 

—The Local Agent 
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HicHer BI 
One agent increased his automobile 
volume considerably by selling auto- 
mobile BI per accident limits four 
times as high as the BI per person 
limit. Instead of 10/20 BI limits, he 
wrote 10/40, a sound practice based 
on actual claim experience. In a seri- 
ous accident, your clients need this 
extra protection. 
—The Marylander 


’ y 7 


ForM OF APPROACH 

It seems doubtful whether the ap- 
proach technique of saying “I didn’t 
come here today to sell you insurance” 
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is as good as many agents think it is. 
Of course, you came to sell him insur- 
ance, and he knows it. If what you 
mean is that you do not expect to get 
his application today, that is a bit dif- 
ferent and probably true. 

“I should like to talk to you, Mr. 
Prospect, not with the idea that you 
will buy insurance today, but so that 
we can look into your situation and 
help you to determine for yourself 
whether the insurance you own is suf- 
ficient, or if it is arranged as you would 
like to have it. If, after study and 
thought, you should decide later to 
buy from me, I would of course be 
happy to handle the transaction for 
you.” 

—The General’s Review 


ie # 


EARNED COMMISSIONS 

You may be, and not know it, if you 
are spending your commissions before 
they are earned. Commissions, like 
premiums, should not be considered 
earned until the policies on which they 
are paid have expired. A certain por- 
tion of your commissions will have to 
be returned because of cancellations. 
Another portion of your commissions 
should be set aside to take care of 
future servicing expenses, office ex- 
penses, and overhead. Other portions 
must be allotted to profit, payment of 
long term debts, and other items. 

Generally, you can apply the same 
rules to earned commissions as com- 
panies do their earned premiums. Pro 
rate commissions over the terms for 
which the respective policies are writ- 
ten. As an example, a $100 commis- 
sion on a five-year policy becomes 
earned at the rate of $20 a year. 

By spending only that portion of 
your commissions which you have ac- 
tually earned, and holding the rest 
until they become earned, you equip 
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yourself with future working capital 
and guarantee yourself the ability to 
meet future expenses and business 
fluctuations. 

—Cravens, Dargan Review 
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PosTER PEGBOARD 
Looking for an easier way of dis- 
playing posters, etc., one agent built 
a large pegboard of perforated hard- 
board. Using golf tees as pegs, he now 
has a display surface that is neat, holds 
large amounts of material, and requires 
only a few minutes of his time. 
—The Marylander 
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PicruRE STORY 

A camera is a good piece of equip- 
ment for an insurance agent, particu- 
larly one doing a farm business where 
he must fill in a survey form which is 
sort of a map of the premises. A cou- 
ple of good camera shots will get the 
answers to a lot of questions in a very 
convincing way in almost no time at 
all. It will provide the location of 
buildings, the type of roof on each, the 
type of construction of each and the 
state of repair. 

When there is a claim a camera 
will report a lot about the damage 
that words could not tell. This applies 
to storm damage even more than fire 
damage. 

A city agent can use his camera to 
make a sort of household inventory by 
taking photos in various rooms, and a 
picture of the house will help any ad- 
juster if the property has been de- 
stroyed or badly damaged. We 
wouldn’t be surprised if underwriters 
would some day require a set of pho- 
tos. Couldn’t they underwrite the 
business much more intelligently with 
them? 

—The Local Agent 





Casualty insurance is moving 


New business produced 


upward—fast! 


in the last four years almost 


equals that written in this century’s first fifty years 


This agent traces the growth of casualty insurance to 


prove that it is still in its infancy even today 


The Future of the Casualty Business 


ASUALTY INSURANCE OFFERS un- 
opportunity to the 
agent who is willing to apply him- 


limited 


self and devote his energies to it. 
There is a romance in our business 
and if one can capture that ro- 
mance, that feeling of pride and 
confidence 
not only is the 


accomplishment and 
that goes with it, 
future of the business secure, but 


the like- 


wise, The casualty business is still 


individual will prosper 
in its infancy, and I want to tell 
you why I am so confident that 
we have only scratched the sur- 
face, and why the years ahead 
show promise of greater progress. 

But look to 
what the future holds, let’s pause a 
moment and look back to 
where we have been. The prin- 
ciples of casualty insurance go 
back 5,000 to the 
earliest traces of civilization, back 
the 


merchants 


before we ahead 


see 


about years 


to time when the Chinese 


banded together and 


agreed to ship a portion of their 
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By JOSEPH GELCHER 


merchandise on each other's ships. 
If a ship were lost in the treacher- 
ous rapids of the Yangtze River, 
each merchant would lose a little 
but none would his 
wealth. This is the first known ap- 
plication of the “spread of risk,” 
the basic foundation of casualty in- 


lose entire 


surance today. 

Modern casualty insurance in 
this country got its start with the 
formation of the Travelers in 1864 
to write accident insurance and the 
Hartford Steam Boiler in 1866 to 
insure and inspect steam boilers. 
Multiple line underwriting got its 
start with the Fidelity and Cas- 
ualty Co. of N. Y. in 1876, This 
company was authorized to write 
all known lines of casualty insur- 
ance. Even then the prophets of 
doom were with us, it being freely) 
predicted that the new company 
long survive. It was 


would not 
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ridiculous to assume that a com- 
pany could successfully write more 
than one line of insurance. 

Progress in the casualty business 
was slow. At the turn of the cen- 
tury, fire and marine were the 
dominant lines, such casualty busi- 
ness as was written being handled 
as a sideline by the fire insurance 
agent. The casualty business con- 
sisted of employers liability, acci- 
dent & health, burglary, steam 
boiler, plate glass, and some fidel- 
ity. Corporate surety bonds were 
struggling for recognition. 

In 1900 there were 54 casualty 
companies writing $27,000,000 in 
premiums. Twenty-five years later, 
545 companies produced $725 mil- 
lion dollars annually, and twenty- 
five years later, in 1949, 800 com- 
panies wrote four billion seven 
hundred and fifty million dollars. 


Since 1950 


Now pick up one of the casualty 
charts and see what has happened 
in the past four years. The Argus 
Casualty Chart indicates that in 
1953 1,000 companies produced 
eight and one-half billion dollars 
in premiums! Eight and one-half 
billion, b-i-l-l-i-o-n, dollars! 

Just figures? Sure! And figures 
can be made to do most anything! 
Here we use them to illustrate the 
tremendous that has 
taken place in the casualty business 
within the business lifetime of this 


expansion 
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audience. Here I am reminded of 
what Disraeli thought of figures. He 
said, “There are lies, damn lies, and 
statistics.” 

Let’s take another look at these 
figures. In the last four years we 
have produced almost as tnuch 
new business as was written during 
the first fifty years of this century! 
And I confidently believe that 
when the figures for 1960 are tab- 
ulated the casualty volume will ex- 
ceed fifteen billion dollars. 

Does that sound like: a business 
that is decadent, that is dying on 
the vine or gasping for breath as 
some would have us believe? Can 
you believe that the American 
Agency System under which this 
volume was principally produced 
is slated for the ash heap as some 
who oppose our way of doing busi- 
ness have recently stated? 

Why then is there all this grip- 
ing about competition? Why point 
with awe at the dollar volume of 
the direct writer? What is respon- 
sible for the feeling that the pro- 
ducer is taking too much of the 
premium dollar? Whence comes 
this feeling that we must ape ow 
competition to maintain our exis- 
tence? What has brought about this 
fear of the future, this general feel- 
ing of confusion and indecision 
lack of confidence that has 
been so evident, especially in com- 


and 


pany ranks, in recent years? Have 
we lost the courage and confidence 
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of the pioneers who laid the foun- 
dations for our business early in this 
century? 

Can you imagine any more dis- 
couraging or depressing situation 
than was faced by the fire insur- 
ance business after what we in 
California are pleased to refer to 
as the “Fire” in 1906? Pick up 
any insurance history of that pe- 
riod and read how, almost before 
the ashes had settled, companies 
set up pine board tables on the 
sidewalks in front of their ruined 
buildings and started planning the 
rebuilding of their business. Re- 
member that this conflagration fol- 
lowed closely on the heels of other 
fires that had put a severe strain 
on the financial structure of the 
companies, Can you read all this 
and say we have troubles? 

Let’s take a look at our business 
as of now. As I see it, the one 
thing that disturbs many in our 
business today is the dollar volume 
written by the direct writers, the 
new style department store method 
of selling which has 
been so successful in the automo- 
bile line. There is a reason for this 
volume and the story has been told 
so many times that I shall not take 
the time to repeat what has already 
been said. Restricted markets, large 
volume of other profitable casualty 
business and compulsion of the 
new security type financial respon- 
sibility laws did more for the di- 
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rect writer than their own efforts. 

I think it is too bad that they 
have been allowed to make such 
inroads into our business. For the 
most part they sell minimum limits, 
are selective to a high degree and 
are ruthless in cancelling on the 
slightest suspicion. Generally no 
attempt is made to fit the insurance 
to the needs of the customer and 
many a car owner feels secure be- 
cause he has “insurance” without 
any thought of the adequacy of his 
limits under present economic con- 
ditions. 

In fairness, let it be said that the 
capital stock companies have been 
guilty of selective underwriting to 
some extent. Witness the growth 
of the Assigned Risk Plans. Many 
people are forced into these plans, 
not because of poor driving rec- 
ords, or law violations or moral 
conditions, but because of acci- 
dent of birth—they were bori too 
early or too late—puts them in a 
class considered substandard by 
the companies. 


Ape COMPETITORS 


We find some company execu- 
tives so concerned with the volume 
written by the direct writers that 
they feel they must ape their com- 
petitors and use the same methods 
of secure business. They seem to 
lack confidence in their own abili- 
ties and have apparently lost faith 
in the system that has been re- 
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sponsible for their growth. They 
have forgotten that the substantial 
volumes of business now on their 
books was put there by independ- 
ent agents working under the 
American Agency System, who 
have taken the raw materials fur- 
nished by the companies and con- 
verted them into strong, sound 
capital stock company premiums. 
These executives give lip service 
to the American Agency System 
but follow practices which are di- 
rectly contrary to the system. on 
which their business has been 
founded. 

It has been about fifteen years 
since competition has been a real 
factor in our business. There has 
been so much business to be writ- 
ten and our growth has been so 
rapid that we have not been too 
much concerned with the business 
we could not write. Year after year 
we have made substantial in- 
creases in our premium volume 
and our energies have been devot- 
ed to taking care of that business. 

Let us here make up our minds 
that the seller’s market is gone— 
I hope it never returns. It has made 
us soft. We have forgotten how 
to sell, We have been disdainful of 
competition until all of a sudden 
when there are other products to 
compete for the dollar that should 
be spent for insurance we realize 
that our competition has taken a 
substantial volume of business that 
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should have been on our books. 
But this does not call for weep- 
ing and wailing. I have been in 
this business for thirty-seven years 
and all during this period we have 
had competition from direct writ- 
ers, in good times and bad, and 
we always will. But we have al- 
ways been able to outsell them. 
We have sold quality protection 
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and have given unexcelled service 
and that it has paid off is evidenced 
by the fact that the independent 
producer writes about 80 percent 
of all casualty insurance written 
today. Perhaps our percentage is a 
little less in automobile and work- 
men’s compensation where no spe- 
cial knowledge is required for in- 
dividual risks. But wherever tech 
nical knowledge is required compe- 
tition practically fades away. The 
direct writer cannot survive in 
competition with the well informed, 
independent agent who carefully 
analyzes the needs of the client and 
tailors the protection to fit those 


needs. 
GREATEST MISTAKE 


I am convinced that one of the 
greatest mistakes we can make, as 
agents, is to give the customer what 
he wants! I have been laughed at 
and kidded about this statement 
back home in San Diego for many 
years but, friends, I tell you in all 
sincerity that we cannot afford to 
give the customer what he wants, 
we must sell him the protection he 
needs! The customer does not need 
us to get what he wants. He can 
stop in at the convenient depart- 
ment store on his way to buy a 
washer, to repair a leaky faucet, or 
to pick up one of the thousand and 
one other do-it-yourself items, He 
can stop at the insurance counter 


and sav “Gimme one of those five 
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and ten policies,” and get it, secure 
in the feeling that he has “insur- 
ance.” If that is all we can do for 
him, if we permit him to buy min- 
imum limits without explaining the 
need for high limits, “drive other 
car” coverage for other members 
of his family, basic and extended 
medical payments and personal 
comprehensive, why should we ex- 
pect to retain his confidence and 
his business? 

The average man on the street 
does not know what he wants, ex- 
cept that he wants “insurance.” 
That is exactly what the direct 
writer gives him. Look at their ad- 
vertising—what is their principal 
appeal? . PRICE! They stress 
low limits and low cost and six 
month premiums to make the cost 
seem even lower. Some of them 
print up their policies a la Dick 
Tracy. They print comics on the 
policy so the customer won't get 
bored trying to figure out what he’s 
got. They have robbed the business 
of all its respect and dignity and 
have substituted price for knowl- 
edge and service, We cannot com- 
pete on price alone. If we do sell 
on price only we will surely lose 
the business to the first competitor 
who comes along with a lower 
price. One of my friendly competi- 
tors back home has a sign on the 
wall of his office, a paragraph by 
John Ruskin, which reads: “There 
is hardly anything in the world that 
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lIOOO COMPANIES 
PREMIUMS WRITTEN 
$ 8,500,000,000 


800 COMPANIES 


PREMIUMS WRITTEN 
$4 750,000,000 


545 COMPANIES 
PREMIUMS WRITTEN #725,000,000 


1900 54 COMPANIES 
PREMIUMS WRITTEN #27,000,000 


Let’s take another look at these figures. In the last four years we have 
produced almost as much new business as was written during the 
first fifty years of this century! And I confidently believe that 
when the figures for 1960 are tabulated the casualty volume 
will exceed fifteen billion dollars 


some man cannot make a little have a quality product to sell our 
worse, and sell a little cheaper, and __ clients. We have the training and 
the people who buy on price only the knowledge and the experience 
are this man’s lawful prey.” to fit that product to the needs of 

We, the independent agents, our clients. Behind that product 
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are the strong, sound, capital stock 
insurance companies who we repre- 
sent as independent businessmen, 
each taking his part in the civic 
affairs of his community, giving of 
his time and talents to make his 
community a better place to live. 


Proup PROGRESS 


Instead of gaping with gloom at 
the dollar the direct 
writer, let’s point with pride at the 
progress we have made. The 1954 
Argus Casualty Chart on page 179 
lists the net premiums written by 
capital stock companies for 1953. 


volume of 


Eight companies wrote over one 
hundred million dollars each, and 


only one was a direct writer. The 


seven agency companies wrote one 
billion, two hundred and _ thirty 
million dollars in premiums, every 
dollar of it produced by independ- 
ent agents working under the 
American Agency System, an in- 
crease of 77 percent in four years. 

Now let’s take a look at the one 
hundred and fifty six million, two 
hundred thousand written by the 
direct writer. This business was not 
taken away from the independent 
agent. That company acknowledges 
this in their application to state in- 
surance departments for authority 
to write fire insurance when they 
say “only a few of our policyhold- 
ers are clients of or even acquaint- 
ed with agents of other companies.” 
It represents for the most part that 


great mass of people who have 
never carried automobile insurance, 
people we have not been able to 
sell. 

They were not sold on the need 
for automobile insurance, they 
bought because they thought the 
new financial responsibility laws 
required it, and they bought the 
cheapest product they could find. 
Under the new security type finan- 
cial responsibility laws the number 
of insured automobiles has risen 
from a low of about 25 percent to 
about 95 percent in some states. 
Millions of people who formerly 
gave no thought to automobile in- 
surance now buy it as a matter of 
course. We no longer have to sell 
the need, that part of the job has 
already been done. All we have to 
do now is to convince these people 
that we can serve them better, 

It can be done—it is being done! 
Every day independent agents take 
business away from the direct writ- 
ers. We lose some, of course, but 
if we apply ourselves to the prob- 
lem, if we have the courage to 
work at it and confidence in our 
way of doing business, we can out- 
sell any competition that faces us 
today. 

History tells us of the Industrial 
Revolution in the early nineteenth 
century when the use of steam 
power came into being. It changed 
the entire economic life of the na- 
tions and brought with it new haz- 





1955 THE FUTURE OF 


ards. You know how the various 
lines of insurance came into being 
to protect against loss because of 
these hazards. In recent years we 
have seen the use of plastics and 
synthetics change our ways of liv- 
ing, and again insurance has kept 
pace with the new hazards that 
came with the new products. Now 
we are on the threshold of another 
impending force that could well 
bring about another industrial rev- 
olution the coming peace-time use 
of atomic power. Again the capital 
stock companies will provide new 
protection to meet the new hazards 
that can be expected, and the in- 
dependent agent will convert the 
new forms into sound, safe, secure 
protection for the public. 

Don’t sell the casualty business 
short! It has just begun to grow 
and the agent who will apply him- 
self, keep up with the changes to 
come, and diligently look after his 
client’s welfare, will reap his share 
of the billions of dollars of new 
casualty premiums which will be 
be written in the coming years. 

Under the American Agency Sys- 
tem we have built up this great 
casualty business, With our capital 
stock companies working with the 
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independent agent we shall con- 
tinue to provide the best protection 
to the insuring public in the Amer- 
ican way. 

I would like to cite a short para- 
graph from Walter Bennett’s His- 
tory of the NAIA. In the chapter 
on Casualty and Surety business, in 
telling about the development of 
the casualty business early in this 
century, he says: 

“An astute student of the busi- 
ness put it this way: 

““No brand of insurance is more 
attractive than this, for in the selec- 
tion, classification and comparison 
of risks casualty insurance pre- 
sumes a greater variety of problems 
than any other, and attracts the 
most versatile talent. The liability 
insurance man is an architect, a 
builder, an engineer, a manufac- 
turer of almost every product, a 
miner, a merchant and an all 
around mechanic, and a superficial 
understanding of all these various 
pursuits is not enough.’ ” 

True fifty years ago, just as true 
today! That’s what makes a cas- 
ualty man, and that is why the 
casualty business offers such a 
promising future to the aggressive 
agent. 


Doubts produce no dividends, nor premiums, 


either. 


—The Mississippi Agent 





. . . AUTOMOBILE 
Dirty Work. After their truckload 
of steel shavings dribbled out along 
the road, causing a dozen flat tires in 
several hours, two Ohio truckers were 
fined $10 apiece by the Hamden 
Mayor and put to work with hand 
brooms sweeping nearly nine miles of 
highway . . . Waffle Grill. When po- 
lice officers spotted and approached a 
stolen Cadillac in San Francisco, the 
two cigar-smoking teen-agers inside 
complained of hunger and promised to 
talk if fed; after one order of waffles, 
led the officers to a stolen stripped- 
down car in an alley; after a second 
order led them to another car; after 
the third order produced two more 
and were then turned over to the 
juvenile authorities Censure 
Resolution. The city council of La 
Crosse, Wis., adopted a _ resolution 
censuring the police force for racing 
squad cars on hot-rod tracks. 


. . . BURGLARY AND THEFT 
Badge and Baggage. A housewife in 
San Francisco admitted a stranger, 
who flashed a badge marked “Detec- 
tive” when he remarked, “I hear your 
home is going to be burglarized,” pro- 
duced a revolver and took a $1,000 
ring and $150, left her tied in a closet 
. . . D-D-Damn! After $50 had been 
stolen from its office, a Shively, Ky., 
insurance company ruefully admitted 
the loss was not covered by insurance 
Broken Case. A North Holly- 
wood liquor store owner reported to 
police that when he asked a holdup 
man to be lenient because he was just 
starting in business, the bandit re- 
plied, “I'm just starting in business, 
too” and took $141. 


. Fme 


No Matches? In Flint, Mich., a 


demonstration 


of fire-fighting tech- 
niques had to be called off when fire- 
men were unable to set their model 


shack ablaze . . . Need Practice. A 
Sacramento, Cal., homeowner sued 
the fire department for $12,530 dam- 
ages, charged that the firemen he had 
permitted on his property to practice 
had let their fire get out of control 
and burn down his home . . . Trial 
Burn. As a couple were signing the 
papers insuring their household goods 
in Sturgis, Mich., the insurance agent 
dropped his cigarette, set their couch 
on fire. 


. UNCLASSIFIED 
Pointed Talks. Police raided a 
9x12 foot room in Akron, inside found 
two chairs, a bed, a table, a dresser, 
three pairs of dice, twelve decks of 
cards, one bottle of gin and 23 men 
who explained that they had gathered 
to discuss “current events.” 
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